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AGRICULTURAL CREDIT SITUATION IN LOUISIANA
INTRODUCTION
Kural credits attained an interest of national importance in the
United States during the first decade of the twentieth century.
Since that time national commissions and individuals from the
various departments at Washington have been studying and inves-
tigating the practices of credit agencies as well as the credit needs
of the farmers, for the purpose of bringing together sufficient
information to give to the various law-making bodies a basis for
remedial legislation. As a result of the findings of these investi-
gators, several important bills have been enacted both by Congress
and state legislatures, that provide for institutions, which will more
adequately meet the credit needs of agriculture. Among the im-
portant national institutions that have been established are: the
Federal Eeserve Banks; the Federal Farm Loan Banks; and the
Intermediate Credit Banks. Sural credit unions and rural credit
systems are institutions that have been provided for through state
legislation.
Except in a very general way, Louisiana's rural credit problem
has not been given much attention by the agricultural leaders of
the State. A recent study has been made by Professor Morehead
of Centenary College, Shreveport, Louisiana, on Merchant Credit
to Louisiana Farmers. This is the only credit study that has been
published in the State.
There has been a growing demand for information concerning
the credit situation in Louisiana for the past few years, and this
demand, together with the general interest in the problem has led
to this study.
PURPOSE OF STUDY
The main objectives of this investigation have been to discover
:
( 1 ) the factors affecting the agricultural credit needs of the State
;
(2) to what extent these needs are met; (3) agencies supplying
credit to Louisiana farmers; (4) the conditions of credit as to
term, costs, uses and security required; (5) recent changes that
have taken place with respect to agricultural credit; and (6)
methods and proper, procedure for further study of the problems
of rural credits in Louisiana.
4SCOPE
The scope of this study is limited to agricultural production
credit in Louisiana, including short-term, intermediate and long-
term credits. The owner-operators of large cotton plantations in
the Eed Eiver bottoms, and the cropper tenants are excluded from
the study.* There is no effort to analyze the financial structure of
lending institutions nor their general organization, except as these
directly affect the extension of credit to farmers. Consumption
credit is considered only where it is impossible to separate it from
production credit.
SOURCES OF DATA
The principal sources of data for this study are: (1) a survey
made in Louisiana during the fall of 1928 and the spring of 1929
;
(2) the reports issued by the Census Bureau, the Federal Farm
Loan Board, the bank commissioner of Louisiana, and the Comp-
troller of the Currency; and (3) the United States Department
of Agriculture Year Books.
PROCEDURE
The State was divided into four areas according to the acreage
planted to the principal cash crops. This was based on the infor-
mation given in the Census of Agriculture, 1925. In 41 parishes,
cotton ranked first, sugar cane ranked first in 13 parishes, rice in
six, and fruit and vegetables in 4. Corn occupies a large acreage
in most of the parishes but it is not a cash crop and is not con-
sidered here. Corn is grown primarily for feed on the local farms.
Figure 1 shows what parishes fall into these different districts.!
These districts are designated hereafter as the cotton area, the rice
area, the sugar cane area, and the fruit and vegetable area.
The crop year for cotton, cane and rice coincides with the
calendar year, but for the fruit and vegetable area, it is from July
*The financing problems on the plantation are different from those on
other farms in the State. As a rule, the plantation is divided into twenty
and thirty acre plats and these are operated by cropper tenants or by day
laborers. The laborers and croppers are given credit through the Planta-
tion store which is often operated by the owner of the plantation. ±o
deal with the cotton plantation would involve a study of a financing
institution rather than the credit on a particular farm. This is a problem
within itself and should be studied as such. The cropper is excluded
because he is, as a rule, in the same relation to the landlord as a hired
hand. The landlord furnishes .all capital necessary to carry on the farm
business and in most cases advances food and clothing throughout tne
year until the crop is harvested. Thus the cropper gets half the proceeds
from the sale of the crops for his labors, and does not assume the respon-
sibilities of financing the business.
tA parish is similar to the county unit m other states.
5to July. In order to get information from the fruit and vegetable
growers, for the 1928 crop, it was necessary to make schedules that
called for information from July 1st, 1927 to July 1st, 1928. This
period, though it is six months ahead of the period considered for
the other areas, is representative of the activities of these farmers
in producing the 1928 crop. All other farm schedules were pre-
pared to fit the calendar year, 1928.
In addition, there was obtained from the following agencies
information on agricultural credit for the year 1928 : merchants,
local banks, Federal Land Bank, the Intermediate Credit Bank,
insurance companies, farm associations,^ National Farm Loan
associations, and land companies.
The field survey method was used to get information from
farmers, merchants, farm associations and some local banks. Other
local banks, and the remainder of the agencies were sent question-
naires through the mails. Schedules were taken at random from
farmers, farm associations and merchants. A complete enumeration
was attempted for the other agencies. The results of the two
methods of obtaining data were satisfactory except for the local
banks and merchants. In order to get better cooperation from
these agencies, the schedules used would have to be abbreviated to
the extent that their value would have been lost.
The number of usable records obtained from the different
sources are : from farmers, 809 ; merchants, 38 ; banks, 26 ; national
farm loan association, 46 ; local farm associations, 12 ; land com-
panies, 4; and insurance companies, 11; (153 schedules were re-
turned by insurance companies but only 11 held mortgages on
Louisiana farms). Personal visits were made to different parts
of the State and much additional information was obtained from
leaders in different lines of work.
The information obtained from the agencies has been analyzed
and the results are found in the succeeding pages of this bulletin.
t"Farm Association" is a name given to particular types of financing-
institutions that have developed in the strawberry area of Louisiana. The
form of organization varies from a simple private business to a more
complex type of corporation. Most of these organizations are agricultural
supply companies. These institutions advance cash and supplies to farm-
ers on the basis of crop lien notes or chattel mortgages as security. The
local term "Farm Association" is used in this discussion to designate this
group of institutions.
6Fig-. 1. Farming Areas in Louisiana.
7SECTION I.
CREDIT INSTITUTIONS IN LOUISIANA AND THEIR
RELATION TO AGRICULTURE
Louisiana^ financial institutions are the products of the evolu-
tionary processes that have been going on in this country since
early Colonial times. At present, the State is supplied with a
variety of financial agencies the most of which are directly or
indirectly tied up with the agricultural program of the region. A
discussion of the most important of these include : commercial
banks ; retail merchants ; farm associations ; the Intermediate Credit
Bank; the Federal Land Bank; and insurance companies.
COMMERCIAL BANKS
At the beginning of 1928, there were 231 commercial banks
operating in Louisiana, with total resources amounting to more
than 526 millions of dollars. Thirty-one of these banks were
national and two hundred were state banks. Tables I and II
indicate the relative importance of these two classes of banks with
respect to total resources, total loans and discounts, and total
deposits from 1914 to 1928.
It has not been possible to obtain these data for the same dates.
The national bank reports are made on call and the date of call
varies from year to year. An effort was made to select dates as
near as possible for the same season of the year—the fall months.
For purposes of detecting relative changes that have taken place
in deposits, resources, and loans and discounts, the data for the two
classes of banks have been combined, reduced to 1913 dollars and
plotted, (Fig. 2). It will be noted that total resources declined
from 191 millions of dollars in 1914 to 119 millions in 1918, moved
upward to 333 millions in 1924 then dropped back to 285 millions
in the fall of 1925. The movement has been upward since 1925
and reached a peak of 363 millions at the end of 1927. Total
deposits show an increase through-out the period, falling slightly
in 1918 and 1920 from the preceding years. Starting with 125
millions of dollars of purchasing power in 1914, bank deposits
moved up to over 302 millions by 1928. Total loans and discounts
8TABLE I
COMMERCIAL BANKS OTHER THAN NATIONAL BANKS REPORT-
ING IN LOUISIANA FROM 1914 TO 1928, AS OF DEC. 31*
(In 1000 Dollars)
Total
No. Total Total Loans and
year Banks Resources Deposits Discounts
1914 214 $119,512 $ 92,418 $ 82,344
1915 210 127,100 101,124 80,798
1916 209 127,741 129,650 87,254
1917 211 124,500 197,131 111,970
1918 221 126,110 198,514 140,547
1919 221 131,103 312,157 202,111
1920 237 159,976 269,577 250,976
1921 231 130,824 251,924 213,408
1922 230 162,493 304,939 218,431
1923 227 380,502 330,637 240,607
1924 216 377,923 341,720 248,472
1925 214 332,243 372,421 270,181
1926 201 364,863 346,999 263,238
1927 200 402,808 358,120 253,847
Reports of the Louisiana Bank Commissioner, 1921 to 1927.
TABLE II
NATIONAL BANKS IN LOUISIANA, 1914 TO 1928*
(AS OF FALL MONTHS)
(In 1000 Dollars)
Total
No Total Total Loans and
Year Banks Resources Deposits Discounts
1914 32 $ 67,801 $ 30,350 $ 34,856
1915 31 66,710 30,812 34,233
1916 32 77,797 42,658 44,080
1917 33 96,606 58,371 52,294
1918 31 105,383 62,418 66,397
1919 32 120,483 76,142 72,667
1920 38 156,802 88,781 105,261
1921 37 100,000 73,783 74,041
1922 34 118,382 73,443 70,040
1923 34 133,706 55,839 48,945
1924 34 119,596 91,664 73,703
1925 33 118,900 79,147 74,684
1926 32 143,261 89,491 91,075
1927 31 123,582 80,470 78,559
'Reports of the Comptroller of the Currency, 1914 to 1928.
9TCiAR /d, net /ft rt/7 /fa /vt fnt> nv inz m htt mr /m nn mm
Fig. 2 Curves Showing Absolute Changes in Total Resources, Total De-
posits, and Total Loans and Discounts for Commercial Banks in
Louisiana from 1914 to 1928. (Reduced to 1913 Dollars by the
use of the Bureau of Labor Statistics Index.)
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moved somewhat in line with the other two items declining from
119 millions in 1914 to the low level of approximately 92 millions
in 1917 and then increased to more than 229 millions by 1928.
This indicates that the State controls through its banks a larger
volume of purchasing power and the loans and discounts are mount-
ing higher the further we are removed from the so called prosperous
period of 1917 to 1920. Agriculture is demanding a large part of
this as is shown below.
It was estimated that the Commercial banks of Louisiana held
63 per cent of the total farm mortgages of the State in 1920,f and
the amount of personal and collateral loans outstanding to farmers
in December, 1920, represented 21.37 per cent of the bank's total
loans and discounts.}
In 1923, sixteen state banks were members of the Federal Ee-
serve System, in 1925, the number had decreased to 12, and by
1927 there were 10 state banks that were members of the Federal
Eeserve System. However, a large part of the State's total bank
resources was under the supervision of the Federal Eeserve System.
In 1923, the member banks resources constituted 72 per cent of the
total bank resources of the State, 83 per cent in 1925, and 72 per
cent by the end of 1927.
Since 1900, there have been fifty-seven bank failures among
state banks in Louisiana and forty of these failed prior to 1923.
Twenty-nine of these occurred during four years, divided into two
periods as follows: thirteen failed during 1913 and 1914—"due to
conditions which resulted from the ravages of the cotton boll-
weevil;" sixteen failed during 1921 and 1922, which was an after-
math of the deflation period during 1920. The remaining failures
did not occur during any particular period.* The 17 banks failing
after 1922 represented about 1% per cent of the total capital and
declared surplus of all state banks; deposits involved, represented
seven-tenths of one per cent of the total deposits of state banks;
and the losses to depositors will be less than one-half of one per
cent of total state bank deposits when the business of these banks
is finally closed. §
^alg~ren, V. N., and Engelbert, E E.-Farm Mortgage Loans by
Banks, Insurance Companies and other Agencies. U. S. D. A. Bui.
1047,
1921
*?rn hr.nr t v n and Eneelbert, E. E.—Bank Loans to Farmers on
""iselenteenth Biennial Report of the State Banking Department
of
Louisiana 1926-1927, p. ixxvii.
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Louisiana banking laws have changed from time to time which
tends to strengthen commercial banks in the State. Prior to 1916,
banking associations could obtain a charter with a minimum of
$10,000 capital stock, if the bank were situated in a town of less
than three thousand population. In 1916 this act was amended to
limit the minimum capital stock to $15,000 and in 1924 this
minimum was raised to $25,000. Any state banking association
organized under present banking laws falls in one of three classes.
If the bank is located in a city of 30,000 population or more capital
stock must be $100,000, if in a city or town with a population from
3,000 to 30,000 the capital stock must be $50,000, and if in a small
town of 3,000 population or less the capital stock must be $25,000.
J
The size of the banks that failed during the twenty-seven years is
shown in Table III.
Table III indicates that there is a close relationship between
the size of banks and the number of failures, as over 50 per cent
of the banks that failed had a capital stock of less than $25,000.
Small banks usually have a limited volume of business which
results in relatively low earnings. This condition makes it im-
possible in most cases to employ bank officials that are capable of
managing the business in the most efficient manner. Poor manage-
ment and small volume of business place the small bank in a
PERCENTAGE DISTRIBUTION OF COMMERCIAL BANKS IN
LOUISIANA ON THE BASIS OF CAPITAL STOCK PAID IN AND
THE PERCENTAGE DISTRIBUTION OF BANK FAILURES
ON THE BASIS OF CAPITAL STOCK, 1900-1928$
TABLE III
Capital Stock
Per Cent
of Total
Banks in
Operation*
Per Cent
of Banks
that Failed
to Total
Failures§
10,000 to 25,000
25,000 to 50,000
50,000 to 75,000
28
25
22
5
20
54
26
7
75,000 to 1,000,000. 11
1,000,000 and over. 2
{Supplement to Laws of the State of Louisiana Relating to Banks and
Trust Companies, 1927, p. 5.
Based on arithmetic average of banks in the State from 1922-1928.
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hazardous position. The State Bank Commissioner states that
approximately 90 per cent of bank failures can be traced to in-
efficiency on the part of bank management.f
Eight national banks have failed in Louisiana since the intro-
duction of the national banking system. Six of these failures
occurred prior to 1925.
The causes of bank failures are many. The report of the Comp-
troller of the Currency gives the following causes for failure of
national banks :f
1. Incompetent management 24 per cent
2. Dishonesty 6 per cent
3. Local financial depression from unforseen agricul-
tural or industrial disaster 57 per cent
4. Combination of causes, 1 and 2 10 per cent
5. Combination of causes, 1 and 3 2 per cent
6. Formerly in voluntary liquidation 5 per cent
7. Not reported 5 per cent
Relatively few banks in Louisiana have failed due to agricul-
tural causes. According to the State Bank Commissioner, the
causes for bank failure in the State since 1920 are: agricultural
condition, 16 per cent; dishonesty, 47 per cent; lack of confidence,
5 per cent; mismanagement, 21 per cent; and insufficient volume
of business and bad loans, 11 per cent.
On January first, 1928, there were 231 banks operating in the
State. The estimated population was 1,913,000.* This is one
bank for every 8,111 people. The per capita bank resources for
the State are 271 dollars, the per capita deposits are 226 dollars,
and the per capita bank loans and discounts for the State are 171
dollars. The more recent activities of commercial banks in sup-
plying agricultural credits to Louisiana farmers are discussed in a
later section.
RETAIL MERCHANTS
Another source of credit for farmers in Louisiana is the retail
merchant. However, the data on merchant credit are very inade-
tSixteenth Biennial Report of the Banking Department, State of
Louisiana, 1924-1925, p. xvii.
IFifteenth, Sixteenth and Seventeenth Biennial Report of the State
Banking Department of Louisiana, 1922-1927.
§Seventeenth Biennial Report of the State Banking Department ot
Louisiana, 1926-1927, p. lxxvii.
IfReport of the Comptroller of the Currency, 1927, pp. 236-248.
Year Book, United States Department of Agriculture, 1928, p. 180.
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quate. The State is dotted throughout with villages, towns and a
few large cities. There are 323 such centers with a population
ranging from 200, in the smallest village included in this count,
to over 400,000 in the largest city. In these centers are to be
found many types of businesses, which tend to become more and
more specialized as the center grows larger. Outside of New
Orleans, the largest city in the State, there were in 1925, 8,679
retail businesses that carried a line of commodities that commonly
enter the farmer's budget. Of the above number, 4,338 were
classed as general stores; 3,558, as grocery stores; 437, as dry goods
stores; 154, as furniture stores; 132, as hardware stores; 52, as
feed and fertilizer businesses; and 8, as farm implements and
machinery establishments.f These stores range in size from the
little grocery at the cross-roads to the large establishments in the
city.
If the total population, exclusive of New Orleans, be divided by
the number of establishments, it will be found that the population
per general store was 344 in 1925 ; for grocery stores, 419 ; for dry
goods stores, 3,414; for furniture stores, 9,688; for hardware stores,
11,303 ; for feed and fertilizer establishments, 28,692; and for farm
implements retailers, 186,500. If only farm population is to be
considered, the distribution is as follows : general stores, 160; gro-
cery stores, 195 ; dry goods stores, 1,593 ; furniture stores, 4,521
;
hardware stores, 5,274; feed and fertilizer stores, 13,388; farm
implements stores, 87,022. This does not, by any means, indicate
the number of customers for any particular class of business. There
is an overlapping of services throughout except for the highly
specialized units. The general store carries a line of groceries,
hardware, dry goods, feed and many other commodities that are
utilized on the farm. The hardware store carries a line of farm
machinery in many cases, and sometimes feed is carried as a side
line. The purpose of bringing out these statistics is to show that
retail merchants abound in sufficient numbers to render a signifi-
cant service to farmers of the State. These services are given in
exchange for cash, in direct exchange of farm produce for mer-
chandise, or for credit. Cash and carry stores are fast replacing
the old type grocery stores, and the dry goods merchants are de-
manding cash rather than credit business. Most merchants in the
tA count was made from Bradstreets, 1925.
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rice, the sugar cane and the strawberry sections are limiting their
credit to thirty day business except for the more durable goods.
The cotton area still supports, to a great extent, the old line credit
merchant.
The question arises, What institutions are furnishing the credit
that was once furnished by merchants? There are two types of
agencies that have developed in recent years that furnish this credit.
These are what are locally known as farm associations in the berry
section, and the agricultural credit corporations in the cane and
rice sections. Farmers are able to get cash advances from these
agencies with which to pay bills at the store.
LOCAL FARM ASSOCIATIONS
In the strawberry section of Louisiana, institutions, known as
"Farm Associations", have developed. These play an important
part in financing farmers who are engaged in the production of
strawberries and vegetables. These associations have no definite
form of organization. Some are private enterprises, some are part-
nerships, others are corporations, and still others are cooperative
in form. These institutions are all called "farm associations" by
the farmers of the area. They are located at shipping centers, some
communities being served by several of these agencies. There is
keen competition between them in an attempt to get a large volume
of business, and this often results in poor business practices on the
part of the association management. Any farmer, regardless of
economic standing, who desires to enter the truck farming business,
can get credit from some one of these associations.
These institutions are financed in different ways. For some,
cash is furnished by individuals who have a surplus ; for others, the
local banks supply the necessary funds ; and others are financed by
the larger fruit and vegetable selling organizations, fertilizer com-
panies or other concerns which market their farm supplies in this
area. The Intermediate Credit Bank in New Orleans rediscounts
some agricultural paper where the form of organization meets the
requirements. In case of cooperatives, most of them are financed
by farmer members who have surplus money that they wish to put
out at interest.
These associations do very little open account business. The
common type of security used, is the crop lien note with an indorse-
15
ment. In some cases the associations demand a chattel mortgage
on the livestock and equipment in addition to the crop lien.
Advances are made to farmers, either in the form of cash or
supplies. Very often it is found that the association supplies the
fertilizer, seed, crates, and farm tools, and in addition allows a
monthly cash advance with which to pay grocery bills. The amount
of credit any one farmer receives during the year depends upon
the number of acres in cultivation, the amount of family labor and
the farmer's past record. At the beginning of the loan period,
which is usually from six to ten months prior to the marketing
season, farmers make notes to cover the amount of credit that the
association will allow for the year. The farmer therefore knows
how much credit is available for the production of the crop. The
association is obligated to advance a certain amount on demand,
except where the contract calls for a definite distribution over a
period of time. The farmer pays interest on the face value of the
note for the full period.
There is rather close supervision maintained by the associations
over farm operations. Field visits are made periodically by the
proper officials of the associations, and if it is found that the farmer
is mis-using the loan, or that he is failing in any way to meet the
conditions of the contract, the credit allowance is adjusted to the
new conditions. All sales of crops are taken care of by the asso-
ciations until individual debts are paid.
INTERMEDIATE CREDIT BANK OF NEW ORLEANS
This bank was established under the provision of the Inter-
mediate Credit Act of 1923 for the purpose of extending inter-
mediate credit to farmers. In practice, this bank makes its loans
for periods of six to nine months, on commodities of various kinds,
mainly livestock, rice commodities and strawberry crates. It also
makes crop production loans, the funds for which are used to grow
current crops; and cattle loans for the purpose of raising cattle.
Some loans are made to dairymen. These loans are procured from
agricultural credit corporations. Table IV shows the amount of
these loans made by the Intermediate Credit Bank since the begin-
ning of its operation in the State.
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TABLE IV
CREDIT EXTENDED BY THE INTERMEDIATE CREDIT BANK FOR
AGRICULTURAL PURPOSES IN LOUISIANA. 1924 TO 1928*
(In 1000 Dollars)
1924 1925 1926 1927 1928 Total
Total Production Loans..$ 883 $3,149 $2,191 $3,453 $3,832 $13,511
Total Commodity Loans 552 695 2,341 3,086 1,191 7,874
Both Purposes 1,435 3,844 4,532 6,539 5,023 21,385
An inspection of Fig. 3, Page 20, will show the location of the
credit corporations of the State that discount paper with the Inter-
mediate Credit Bank.
The Bank in New Orleans conld supply a much larger amount
of credit to farmers through the proper channels if it were demand-
ed. This fact is verified by a statement from the Secretary of the
Intermediate Credit Bank, which is—"Farming interests of the
three statesJ have not taken advantage of Federal Intermediate
Credit to the extent that we had hoped. We have available about
fifty millions of dollars which could be lent, but have been called
on to lend perhaps not more than fifteen or eighteen millions in any
one year."f The lack of demand for intermediate credit can be
explained, in part, by the following : ( 1 ) that banks—especially in
the cotton section of the State—can finance their customers ade-
quately; (2) the control which various local merchants have over
their customers, and from which control the customers are reluctant
to withdraw; and (3) the apparent burden of the requirements
under which loans could be made by the credit corporations.
Perhaps farmers in the sugar cane area have suffered more
since the fall of prices in 1920 than any other group of farmers in
Louisiana. In 1920 the crop was produced on the basis of twelve
and fourteen dollars per ton for cane and the selling price in the
fall of 1920 was four and five dollars. This condition placed the
cane farmer in a position that he could not meet his obligations to
the banks and other financing institutions that had advanced money
with which to produce the cane crop. Cane prices have remained
relatively low since 1920 and in addition to this factor, the cane
plants have been attacked by cane borers and mosaic disease to the
extent that production has fallen below that of former years. With
Data furnished by the Intermediate Credit Bank of New Orleans.
iReference is here made to Alabama, Mississippi and Louisiana.
tQuoted from a letter written by the Secretary of the Intermediate
Credit Bank of New Orleans, December 18, 1928.
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the low yields and low prices for the product, cane farmers had
practically exhausted every source of credit open to them by 1924.
Commercial banks did not find it advisable to continue financing
cane production. Local merchants were reluctant in furnishing
farmers of the area with supplies, and farmers were on the verge
of bankruptcy throughout the cane area. Agricultural leaders dis-
covered early in the period of depression that several things had to
be done if the cane industry were to continue in Louisiana. Among
these were : (1) new varieties of cane must be introduced that were
prolific and able to resist the borer and Mosaic disease; (2) the
apparently worn out soils must be rejuvenated by better cropping
practices and heavier applications of fertilizer; (3) some means of
financing the farmer through this period of development must be
found. The experiment stations, both private and public, worked
on cane varieties and developed the substitution of what are known
as P. 0. J. Canes which proved to be much superior to the old
varieties. The Agricultural leaders worked out systems of crop
rotation and determined the fertilizer needs of the cane soils. The
program of improvement involved cash expenditures on every hand.
The new varieties of cane cost money to get them started on the
farm, and the growing of legumes and other non-cash crops placed
an apparent burden on the farmer, and heavier applications of
fertilizer also meant an additional cash outlay. With the old credit
agencies out of the field there was no place to look for help until
after the Intermediate Credit System was established. As soon as
the State Agricultural Credit Corporation was organized and start-
ed operations, the cane farmer found a source of credit that would
meet at least the minimum cash requirements. This Institution
has been taking care of a large portion of the cane farmers' needs
for the past few years and with this assistance, the cane industry
seems to be getting back to normal. The Intermediate Credit Bank
has been responsible to some extent for the cane industry as it is at
present. In addition to financing the industry, it has helped to
restore confidence and other institutions are ready to advance loans,
however, they are still slow to get back into this activity.
The outstanding value of the Intermediate Credit System, other
than advancing money, is in the system of field inspection that is
maintained by the credit corporations. These inspectors serve as
educational leaders in promoting better farming. They assist those
18
farmers who are ready and willing to accept advice, thereby
strengthening their position and at the same time exerting a force
that will cause the poorer farmers to improve their practice or get
out of the farming business. The quality of agriculture in the
different regions is improving due to this work, as viewed by some
of Louisiana's agricultural leaders.
LONG-TERM CREDIT AGENCIES
The Federal Land Bank in New Orleans, which serves the Fifth
District, is the most important long-term lending agency in Lou-
isiana. This Institution has made, through the national farm loan
associations 15,112 loans to farmers amounting to more than thirty-
seven millions of dollars. These loans are distributed over every
parish in the State. Loans as high as $50.00 per acre have been
made on the better lands, while on the poorer lands they amount
to but a few dollars per acre. Collections from farmers on the
amortization plan have been successful for the most part. There
have been a few foreclosures in the hill sections of the State and a
greater number in the sugar cane section.
Figure -3 shows the distribution of the national farm loan asso-
ciations in Louisiana. Some of these associations handle a very
small volume of business and it is hard for them to keep a secretary
on the job to take care of the business.
The First Joint-Stock Land Bank, a part of the Federal Farm
Loan System, also located in New Orleans, has been doing a com-
paratively small amount of business in Louisiana. The demands
for extra large loans are limited and smaller loans are well taken
care of by other existing agencies. Table V shows the relative
importance of the Land Bank and the Joint-Stock Land Bank over
a period from 1918 to 1928.
Agricultural loans from the Federal Land Banks and the Joint-
Stock Land Banks have increased steadily in the United States
since 1918. There was an interruption in 1920 due to the question
of the constitutionality of the Federal Farm Loan Act, but as soon
as this question was settled by the courts, business for these insti-
tutions expanded very rapidly until 1926. Since this date, the
amount of loans has increased at a much slower rate.
The amount of loans to Louisiana farmers from the Federal
Land Bank and the Joint-Stock Land Bank has taken about the
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same movement as those for the United States. The greatest in-
crease in any one year over the preceding year for the United States
was 372.3 per cent for 1922. Loans to Louisiana farmers for the
same year increased 222.5 per cent.
TABLE V
TOTAL LOANS BY THE FEDERAL LAND BANKS AND THE JOINT-
STOCK LAND BANKS TO LOUISIANA FARMERS AND FOR
THE UNITED STATES FROM 1918 TO 1928*
.
(In 1000 Dollars)
Louisiana- United States
Joint- Joint-
Federal Stock Federal Stock
TotalYear Land Land Total Land Land
Bank Bank Bank Bank
1918 $ 1,799
<
& 1,799 $ 149,004 $ 8,384 $ 157,388
1919 4,472 4,472 282,007 60,037 342,045
1920 5,871 5,871 369,242 77,958 447,201
1921 7,280 7,280 441,859 85,016 526,876
1922 11,824 11,824 684,407 218,775 903,182
1923 17,750 $ 601 18,352 876,490 392,638 1,269,129
1924 26,097 601 26,699 1,042,001 446,429 1,488,430
1925 31,677 934 32,611 1,169,356 545,559 1,714,915
1926 33,799 1,073 34,872 1,300,674 632,475 1,933,149
1927 36,558 1,374 37,933 1,441,058 669,798 2,110,856
1928 37,540 1,429 38,969 1,541,434 656,516 2,197,951
The greatest percentage decrease in the United States and Lou-
isiana was during 1928, being 51 and 66 per cent respectively,
below the loans for the preceding year. Perhaps the explanation
for this relative decrease in amount of loans is because farm trans-
fers were not being made to any great extent, and too, there is
possibly less borrowing for the purpose of paying mortgages and
other debts.
INSURANCE COMPANIES
Insurance companies have played an important part in agri-
cultural credits during the past three decades. There are 256
insurance companies operating in the State of Louisiana, and of
this number fifty-six are life insurance companies. Due to the fact
that small numbers of these companies have their home offices in
Louisiana, few loans are made on farm mortgages. According to
Reports of the Federal Farm Loan Board, 1918 to 1928.
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Fig. 3. Location of National Farm Loan Associations and Agricultural
Credit Corporations in Louisiana in 1928.
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reports of some of these companies they prefer to make their loans
in localities where they can be closely supervised. The importance
of life insurance companies in the systems of farm financing is
indicated in Table VI.
TABLE VI
TOTAL LOANS OUTSTANDING FOR INSURANCE COMPANIES ON
FARM MORTGAGES FOR LOUISIANA AND FOR THE
UNITED STATES, 1914 TO 1928$
(In 1000 Dollars)
Total Total
Year for U. S. for La.
1914 $ 647,147 $1,379
1915... , *
1916 828,734 1,521
1917 923,159 1,496
1918 954,390 1,509
1919 858,537 1,687
1920 1,085,910 3,649
1921 1,306,559 6,015
1922 1,454,206 6,782
1923 1,662,657 7,747f
1924 1,801,619 8,395
1925 1,878,851 8,755
1926 1,941,911 9,049
1927 1,982,548 9,238
1928 1,936,000 9,021
It was estimated that insurance companies held 14 per cent of
the total farm mortgage debts in the United States and 7 per cent
of the total for Louisiana in 1920.§
Other institutions exist in Louisiana that finance agriculture on
first mortgages, but due to lack of information and the fact that
most of these are not specialized credit agencies, they will not be
discussed here.
*Data not available.
tThese reports did not segregate the farm mortgage loans for Lou-
isiana for 1923 to 1928. Values for these years were estimated. The per
cent of farm mortgage loans in Louisiana for 1920, 1921 and 1922 of total
farm mortgage loans made by insurance companies was approximately
constant. It is assumed that this percentage holds true from 1923 to 1928.
tReports of Proceedings of the Annual Meetings of the Association
of Life Insurance Presidents. 1914 to 1920, Vol. 16, Exhibit A, p. 160,
1920 to 1928 Annual reports for these years.
§Valgren, V. N. and Engelbert, E. E.—Farm Mortgage Loans by Banks,
Insurance Companies and Other Sources. U. S. D. A. Bui. 1047, p. 3.
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SECTION II.
FACTORS AFFECTING THE CREDIT NEEDS OF
LOUISIANA FARMERS
Apparently, credit needs among Louisiana farmers have been
increasing since 1900. This is due in part to (1) the increase in
land values up to 1920, (2) more intensive methods of farming,
(3) periodic overflows which a large number of Louisiana farmers
have experienced in the past few years, (4) the destruction of crops
by pests, disease, and floods, (5) the introduction of a more com-
plex marketing system, and (6) the drop in prices of farm com-
modities in 1920, after heavy obligations had been assumed by many
farmers of the State, (7) the increased use of commercial fertilizers
which has influenced the amount of credit needed to keep farm
production up to normal.
The amount of credit Louisiana farmers need depends upon the
type of farming engaged in, and the financial conditions of the
farmers in question. Credit needs can not be measured by the
requests for loans, neither can they be measured by the amount of
loans granted, for in some cases worthy requests are turned down
and in others, credit is granted when there is no sound purpose
for which the credit is used. Any amount of credit that will help
farmers pay their operating expenses on the farm, keep the farm
family in a comfortable social position, return a fair wage for labor
and help maintain a decent standard of living for the family, which
can be repaid with the income from the farm is considered here to
be the amount of credit needed by farmers.*
TYPE OF FARMING AS A FACTOR INFLUENCING AGRICUL-
TURAL CREDIT NEEDS IN LOUISIANA
Due to the nature of the soil, location with respect to markets,
variation in rainfall from section to section, the length of the
growing season, and the different nationalities represented in the
population of the State, Louisiana has developed several distinct
types of agriculture as are indicated by the map on page 6.
*See Cary, L. F., Credit needs of the Northwest Small Grain Farmer,
Journal of Land Economics and Public Utilities, May, 1929, pp. 180-lSb.
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VALUE OF LAND AND EQUIPMENT
The total value of farm land and buildings in Louisiana was
estimated by the Census bureau in 1925, at $324,678,074. This is
equivalent to an average value of $2,451 per farm or a value of
$36.74 per acre. The buildings alone were valued at $72,940,102,
implements and machinery at $21,352,945, and all livestock was
valued at $39,899,825. Table YII indicates the value of farms
and farm equipment for the different farming areas of the State.
TABLE YII
AVERAGE VALUE OF LAND AND BUILDINGS, MACHINERY, AND
LIVESTOCK PER FARM AND PER ACRE FOR THE DIF-
FERENT FARMING AREAS OF LOUISIANA—1925f
Land and Buildings Mach:inery Livestock
Per Per Per Per Per Per
Area Farm Acre Farm Acre Fa.rm Acre
Cotton $1,911.38 $32.64 $113.97 $1.95 $252.38 $4.31
Rice 4,662.22 48.02 403.10 4.15 524.76 5.40
Sugar Cane 5,843.27 45.75 422.14 3.31 585.91 4.59
Fruit and
Vegetables . ... 2,544.18 47.32 145.61 2.71 309.94 5.76
The fixed capital requirements for a Louisiana farm varies with
the type of farming, as is shown in Table VII. Eice and sugar
cane require a heavier investment per farm for the three items
listed in the table. Due to the smallness of the size of the fruit and
vegetable farm and the intensive methods of cultivation, also the
relatively large amount of dairying in the area, the livestock value
per acre is above that of the other areas. The average size of farm
in the four areas in 1925 was as follows: cotton, 58.51 acres; rice,
97.09; sugar cane, 127.72; and fruit and vegetable farms had an
average of 53.77 acres. In the latter, only small acreages are
actually cultivated on each farm.
EXPENSES OF CROP PRODUCTION IN LOUISIANA
The cash outlay in producing a cotton crop is quite different
from that of producing a sugar cane, rice or berry crop. Very
little cost data are available on crop production in Louisiana. How-
ever, the larger banks, industrial corporations and other private
tData Compiled from the Agricultural Census 1925.
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enterprises have done some work in this connection. The Calcasieu
National Bank of Southwest Louisiana, at Lake Charles, Louisiana,
has eight branch banks throughout the rice area and data have been
collected from a large number of farms by this Institution on the
cash expenditures for producing an acre of rice. Over a period of
years it has been found that the average expenditure ranges from
nineteen to twenty-five dollars an acre. Where farmers depend on
one of these banks to finance them, twenty-five dollars an acre is
the maximum that is advanced, thereby forcing the cash out-lay,
within this limit. Cotton farmers are allowed by banks from ten
to fifteen dollars per acre on which to produce this crop, cane
farmers are advanced thirty-five dollars an acre on plant cane and
twenty-two dollars and fifty cents on stubble cane. If fertilizer is
used, an additional five dollars is advanced. The strawberry farmer
and truck grower are able to borrow fifty dollars an acre on these
crops, which is looked upon by the financial institutions as the
amount of cash necessary to cultivate and care for one acre.
The Sugar Operators Inc., located at Houma, Louisiana, have
made a study of cost of producing sugar cane in the State, and they
report that when seed cane, depreciation on mules and machinery,
insurance, taxes and interest on the investment are included, the
cost of producing an acre of sugar cane ready for harvest, on the
average farm is sixty dollars. With a twenty ton yield per acre-
cost of harvesting is approximately one dollar a ton—the total is
eighty dollars on the average.* The farmers' credit needs do not
ordinarily involve anything other than cash outlay. Any farmer
entering the farming business in either of the areas discussed with-
out some capital, will find that his credit needs are approximately
the amounts suggested above.
FINANCIAL CONDITION AS A FACTOR IN CREDIT NEEDS
From an analysis of the survey data of 809 Louisiana farms in
1928, it was found that many farmers did not use credit as a means
of financing the farm business. Table VIII suggests the number
of farmers who were operating on a cash basis during the year of
1928.
•Information obtained by letter from Sugar Operators Incorporated,
Houma, Louisiana.
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TABLE VIII
PERCENTAGE OF FARMERS USING NO CREDIT IN 1928 WITH
THE PERCENTAGE OF TOTAL ACRES FARMED, PERCENTAGE
OF TOTAL CROP SALES, LIVESTOCK SALES AND
PERCENTAGE OF TOTAL EXPENDITURES,
LOUISIANA SURVEY 1928
Area
Acres Crop
Per cent Operated Sales
Farmers Per cent Per cent
Owner-Operators
Livestock
Sales
Per cent
Farm Ex-
penditures
Per cent
Cotton 37.4 64.9 35.8 51.0 37.0
Rice 22.7 16.2 14.3 12.7 17.9
Sugar Cane 29.2 29.6 6.5 57.7 7.9
Fruit and
Vegetable 11.5 16.9
Tenants
12.0 18.5 10.7
Cotton 15.0 26.4 15.3 64.6 23.9
Rice 0.0 0.0 0.0 0.0 0.0
Sugar Cane 13.8 9.5 6.6 6.3 7.7
Fruit and
Vegetable 0.0 0.0 0.0 0.0 0.0
There are three types of farmers included in Table VIII. First,
those who are financially independent and who do not necessarily
have to depend upon the farm for their income
;
second, the group
that practices a self-sufficing economy or produces what it can on
the farm during the summer months and then goes to outside works
for the winter, thus acquiring enough ready cash to avoid borrowing
during the year; and third, those farmers whose moral and
economic standing in the community in such that they are unable
to get credit. These cash farmers are not necessarily the most
prosperous farmers. Some of them could use credit to an advant-
age, but due to their ideas of thrift, or perhaps the dread of being
obligated to other persons, they refrain from borrowing. Table
VIII shows that farmers of the cotton area, more than any other
group, operate on a cash basis. It will also be noted that these
farmers sell fifty per cent of the total livestock and livestock prod-
ucts of their group. Those who are in the dairy business are able
to distribute their income over twelve months in the year and are
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thereby able to work on a cash basis. The column under farm
expenses indicates that these farmers are spending approximately
the average for business operations. Thirty-seven per cent of the
farmers in the cotton area spend 37 per cent of the total expendi-
tures for their group, and the same ratio holds true for the other
groups among the owner-operators with the exception of the sugar
cane farmer. Another observation to be made, is that relatively
few tenant farmers are able to farm without the use of credit.
Most of those who operate on a cash basis are either farmers who
work for day wages during the slack season on the farm or those
who can not get credit.
The survey data brought out another point of interest, with
respect to what farmers owed at the end of 1928. Many were not
in a position to start the 1929 crop without aid from some credit
institution. Table IX indicates that 24.9 per cent of the owner-
operators and 39.8 per cent of the farm tenants were needing
assistance when they made their first expenditures for the 1929
operations. Assuming that this condition among farmers at the
end of 1928 is a representative sample of what existed, when tenants
and owner-operators are combined, (croppers excluded) 29.9 per
cent or 29,404 farmers in Louisiana began this year's operations
in debt.
TABLE IX
PER CENT OF FARMERS IN LOUISIANA HAVING DEBTS AT THE
BEGINNING OF 1929 AND THE AVERAGE AMOUNT
EXCLUSIVE OF MORTGAGE DEBTS.
SURVEY 1928
Per cent Average
Area Owner- Per cent Debt Per
Operators Tenants Farmer
19.5 40.9 $ 992
24.0 28.6 1,238
Sugar Cane 43.8 44.7 4.057
Fruit and Vegetable 23.8 28.0 538
For all Areas 24.9 39.8 1,986
The principal items in the operating expenses of a Louisiana
farm are, labor, fertilizer, and feed for livestock. An accurate
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record of the amount of fertilizer used in the State has been kept
by the Commissioner of Agriculture since 1890. The following
table gives one an idea of the importance of the fertilizer item.
TABLE X
LOUISIANA'S FERTILIZER TONAGE SINCE 1890f
Year Tons Year Tons Year Tons
1890 11,120 1903 76,197 1916 75,151
1891 11,371 1904 95,964 1917 98,264
1892 7,945 1905 94,729 1918 118,429
1893 12,047 1906 84,626 1919 97,724
1894 8,496 1907 102,454 1920 95,863
1895 4,783 1908 84,124 1921 38,760
1896 10,051 1909 83,710 1922 66,470
1897 12,342 1910 88,396 1923 108,712
1898 14,404 1911 91,085 1924 129,288
1899 23,866 1912 85,475 1925 103,989
1900 31,813 1913 98,778 1926 116,049
1901 47,943 1914 90,588 1927 91,095
1902 53,874 1915 74,420 1928 136,324
There is such a variation in the price of commercial fertilizers
from year to year as well as between grades that one can not judge
from the tonnage figures the amount of money spent for fertilizer.
The number of tons used is a fair barometer of the crop incomes
from the preceding year. A good crop with fair prices leads to
heavier applications of fertilizer the following year as is evidenced
by the tonnage used during the periods 1914 to 1917, 1920 to 1922,
and 1926 to 1928.
The amount of money spent by Louisiana farmers during 1924
for labor, feed and fertilizer is as follows: labor $11,855,948; feed
$10,120,935; and fertilizer $4,179,756. The number reported
using fertilizer was 54,412, hiring labor, 27,191, and those who
reported buying feed numbered 66,9 10.
J
fData furnished by the Commissioner of Agriculture and Immigration
for Louisiana.
tCensus of Agriculture, 1925, Part II, p. 25.
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TABLE XI
AVERAGE AMOUNT EXPENDED AND PERCENTAGE DISTRIBU-
TION OF EXPENDITURES ON 809 FARMS IN LOUISIANA 1928.
FARM SURVEY 1928
Jv- & »h <L> QJ *9 03 > P ^ &W Xcu a; S <L) e3 k2 .5 b #JS
<j WPlh $Ph ^ S h4 O OW
Owner-Operators
Cotton $1976 26.1 6.3 22.7 5.6 7.7 19.6 12.0
5531 4.5 7.6 31.1 21.4 1.4 6.2 27.8
Sugar Cane 7482 10.3 4.4 43.7 2.7 6.4 8.2 24.3
Fruit and Vegetable ... 1574 7.2 11.6 21.4 0.0 0.0 36.5 23.3
Total $ 1,761,472 12.8 6.5 32.5 7.6 4.8 14.1 21.7
Tenants
Cotton 1114 13.0 6.0 4.0 5.1 4.6 36.6 30.7
Rice 3435 6.2 6.9 22.1 20.1 0.6 8.0 36.1
Sugar Cane 1312 19.0 6.0 19.7 2.3 2.2 29.3 21.5
Fruit and Vegetable .... 1346 5.4 12.8 11.5 0.0 0.0 38.9 31.4
Total $345,963 12.5 6.9 15.3 7.8 2.2 26.3 29.0
The above data, Table XI, bring out the relative importance of
expenditures on farms in the different cropping areas. The average
per farm is much greater in the cane and rice sections than in the
cotton, and fruit and vegetable sections. Labor is the most impor-
tant single item, averaging 32.5 per cent of the total expenditures
for owner-operators and 15.3 per cent for tenants. Due to the fact
that more fertilizer was used during 1928 than ever before in the
history of Louisiana's agriculture—see Table X, page 27, the pro-
portion spent for this item is above the normal. However, the farm
leaders are advocating heavier applications of fertilizer in most
sections. This means more credit for those who are not in a posi-
tion to pay cash for this product. A measure of long-term credit
needs is difficult to determine. The amount of this type of credit
used is brought out in a later section. Apparently, the greatest
need for long-term credit, at present, is to pay existing debts. Very
little is used to buy lands, or put improvements on the lands.
*Other expenditures include such items as hauling-, crates, twine,
bags, doctor bills, ginning, taxes, and many other items.
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The fall in prices in 1920 and the fact that prices of farm
products fell more than other products left agriculture at a dis-
parity with other industries in general. This has been responsible,
in part, for the increased demands for credits since 1920. Table
XII points out the difference in prices farmers received for their
products and the price they paid for the commodities they used on
the farm.
In 1919, the purchasing power of farm commodities had the
advantage over other commodities in general but since that time,
conditions have been the reverse. The ratio for 1921 shows that it
required 100 cents in farm commodities to exchange for 75 cents
of commodities that entered into the farmers' budget. Conditions,
however, have improved, and in September, 1928, the ratio was 91.
Under these circumstances, it seems that farmers would give more
attention to production for home consumption. However, there is
no indication that this has been done. During 1928, the value of
home produced and consumed farm products—including both farm
and livestock products—averaged $237.55 as estimated by 809
farmers. Of this amount $84.06 represented the amount of fruits
and vegetables used from the farm, and $153.47 the amount of
livestock and livestock products. The average grocery bill at the
store was $419.72, which is approximately two-thirds of the annual
food bill.
TABLE XII
INDEX NUMBERS OF PRICES RECEIVED AND RETAIL PRICES
PAID BY FARMERS 1919 TO 1928.f (1909-1914= 100)
Retail Prices Paid Prices Ratio of
for Commodities , Received Prices
used in Living For Farm Received to
Year and Production Products Prices Paid
1919 205 209 102
1920 206 205 99
1921 156 116 75
1922 152 124 81
1923 153 135 88
1924 154 134 87
1925 159 147 92
1926 156 136 87
1927 154 131 85
*1928 156 141 91
September Index.
tCrops and Markets, Feb. 1929, Vol. 6, No. 2, p. 79.
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TREND IN CREDIT NEEDS
The farmers reaction to. the question of credit needs varied
considerably. Whether a farmer needs more or less credit now than
he did 5, 10, or 15 years ago depends npon other than purely
economic conditions of agriculture. In the growing family the
needs are different from those of the family where no one is left
except the parents. The survey data give, in a measure, the trend
of credit needs. The question, "Do you need more credit now, the
same, or less than you did 5 years ago? 10 years ago? 15 years
ago?" was included in the schedule for farmers. This question
was answered by a large majority of the farmers who cooperated
in the study. The younger farmers were unable to give information
on the earlier periods. Answers to the question are tabulated in
Table XIII.
TABLE XIII
TREND IN CREDIT NEEDS AS INDICATED BY 809 FARMERS IN
LOUISIANA 1928 SURVEY
Tenure RELATIVE TO NEEDS
Status Five Years Ago Ten Years Ago Fifteen Years Ago
More Same Less More Same Less More Same Less
Owners :
Number 176 233 77 183 187 52 166 170 44
Percentage
Tenants :
36.2 47.9 15.9 43.4 44.3 12.3 43.7 44.7 11.6
Number 110 69 84 107 72 67 77 59 59
Percentage 41.8 26.2 32.0 43.5 29.3 27.2 39.4 30.3 30.3
Both:
Number 286 302 161 290 259 119 243 229 103
Percentage 38.2 40.3 21.5 43.4 38.8 17.8 42.3 39.8 17.9
Forty per cent of the farmers reporting, indicated that their
credit needs had not changed within the past five years; 38.8 per
cent made a similar report when comparing credit needs of the
present to credit needs of ten years ago. The past fifteen years
have not brought about a change in credit needs for 39.8 per cent
of the farmers reporting. A relatively small per cent indicated
that their credit needs are growing less, while a large per cent have
greater needs for credit than in former years.
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SECTION III.
AVAILABILITY AND USES OF AGRICULTURAL
CREDIT IN LOUISIANA
AGRICULTURAL CREDITS DEFINED AND CLASSIFIED
As used in this discussion, agricultural credits mean, the obtain-
ing from another at a given time the temporary use of money or
supplies that are to be used for agricultural purposes, which are
to be repaid at some future date, the chief basis for this transaction
being confidence. This definition includes cash credits from banks
and other sources as well as feed, fertilizer, farm tools and supplies,
and any other commodity that is received by the farmer at a given
time for a future consideration.
Eecent literature on agricultural credit includes a discussion of
three classes of credit ; namely : short-term credit, intermediate
credit, and long-term credit. They are differentiated on the basis
of, (1) kind of security required; (2) the amount of the loan;
and (3) the length of time the loan runs.*
It is difficult to classify agricultural credit in Louisiana on any
of the bases mentioned above. Personal and collateral loans are
mainly short-term or intermediate loans, and mortgage credit, as
a rule, is long-term credit. There are many exceptions to this,
however. Some large loans are made to Louisiana farmers on
personal or collateral security while some small loans require a
mortgage on the farm as security. Again, mortgage loans are made
for less than six months by some lending agencies. It is possible
to find most of the credit agencies extending the three classes of
credit. It depends upon the borrower as well as the purpose of the
loan. Strictly speaking, short-term credit, when based on the time
element, is credit for six months or less, intermediate credit runs
from six months to three years, and long-term credit is considered
that which extends for a period of more than three years.
For convenience, all personal and collateral loans obtained from
local banks, merchants and local farm associations are classed as
short-term loans. Those loans that are advanced by the Inter-
mediate Credit bank are classed as intermediate credit, and those
loans that are obtained from banks, insurance companies, Federal
Morman, J. B., Farm Credits in The United States and Canada, p. 288.
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land banks and other agencies that are secured by farm mortgages
are classed as long-term credit.
SHORT-TERM CREDIT
The important agencies that supply Louisiana farmers with
short-term credit are : local banks, merchants and farm associa-
tions. Due to the lack of published information on short-term
credit in this State, it is necessary to rely upon survey data as a
basis for the greater part of the discussion on this phase of the
work.
TABLE XIV
PERCENTAGE DISTRIBUTION OF FARMERS USING BANK
CREDIT, AVERAGE AMOUNT PER BORROWER AND AVERAGE
AMOUNT PER CLASS IN FOUR FARMING AREAS
OF LOUISIANA, 1928
Owner
Area Operators Tenants Total
Per cent of Farmers Borrowing:
Cotton 34.4 20.5 29.6
Eice 44.0 25.0 38.8
Sugar Cane 15.7 4.3 9.8
Fruit and Vegetable... 28.5 24.0 27.7
Average' - 31.2 15.7 25.9
Average amount per Borrower:
Cotton $ 841.41 $276.92 $ 706.76
Rice 2,118.94 610.71 1,855.00
Sugar Cane 10,799.57 234.25 8,451.72
Fruit and Vegetable... 371.97 100.00 344.02
Average $1,824.66 $302.83 $1,513.00
Average for all Farmers in Survey:
Cotton $ 283.78 $ 56.69 $ 209.34
Rice 932.33 152.68 720.39
Sugar Cane 1,698.80 9.97 831.32
Fruit and Vegetable... 105.87 24.00 92.66
Average 569.57 47.52 392.75
Approximately one-fourth of the farmers in Louisiana are using
loans from local banks as indicated by Table XIV. With owner-
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operators, the number using credit ranges from 15.7 per cent of
the sugar cane farmers to 44 per cent of the rice farmers.
A
smaller per cent of tenant farmers use bank loans, ranging from
4.3 per cent in the cane area to 25 per cent in the rice area.
In the sugar cane area, local banks have practically withdrawn
from the field of extending production credit on the cane farms.
The uncertainty of the crop and the low prices that have prevailed
in this section have increased the risk involved in such loans to
the
extent that the banks are using a very rigid selective process in
making agricultural loans. Tenant farmers, in all areas, do not
depend upon bank credit to any great extent. They look to their
landlords or to the local merchants for advances for the year.
The average amount borrowed by the four classes was $1,824.66
for owner operators and $302.83 for tenants, or an average of
$1,513 for both groups. The large amount indicated for cane
farmers tends to exaggerate the average for the State as these
loans went to a relatively few big planters who have a high credit
rating, and are not representative of any other section included in
this survey outside of the cane area.
When all farmers of these areas are considered, the bank loans
are rather small, averaging only $569.57 for owner-operators and
$47.52 for farm tenants. This gives an average of $392.75 for both
classes combined. The main purpose of Table XIV is to give a
comparison of the importance of bank credit between areas and
between owner-operators and tenants within the same area.
PURPOSES FOR WHICH BANK LOANS ARE USED
Some bankers in the State have not made it their policy to
learn the purposes of loans that are made to farmers. If the credit
rating of the person borrowing is good, he gets the loan regardless
of the purpose. On the other hand, there are bankers in the State
who know how their loans are being used and if the purpose of the
loan is not sound, the farmer is discouraged from borrowing.
Farmers, too, are slow to make application for loans unless they
feel that the additional capital will aid in their production program
sufficiently to justify the expense and risk involved.
The purposes for which loans are used by farmers in the different
areas are suggested in Table XV. It will be noted that cotton and
fruit and vegetable farmers borrow for many more purposes than
do farmers of the rice and sugar areas. This difference is due
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primarily to the restrictions placed on the rice and cane farmers by
the banks making the loans. In these two areas 97 and 98 per
cent of all loans were made in order to pay operating expenses.*
For the four areas, 92.5 per cent of bank loans made to owner-
operators and 89 per cent made to tenants, were used for operating
expenses.
Some of the more progressive farmers are using bank credit
and paying cash at the store rather than using the more expensive
merchant credit. This practice is prevalent among tenants as well
as among farm owners. Merchants are equally important in bring-
ing about this practice among farmers, as they are restricting their
sales to cash business or to thirty day business in many sections.
TABLE XV
PERCENTAGE DISTRIBUTION OF BANK LOANS TO FARMERS IN
FOUR AREAS OF LOUISIANA ACCORDING TO PURPOSE.
SURVEY 1928
Sugar Fruit and
Purpose Cotton Rice Cane Vegetable State
Area Area Area Area Average
Owner-Operators
Operating Expense 81.0 97.0 98.0 49.0 92.0
Building and Improvement... 1.0 .2 2.0 .5
Livestock .5 2.0 .2
Equipment and Machinery... 4.0 1.0 1.0
Pay other Debts 1.0 3.0 .3
Houshold Expense 3.5 1.5 39.0 3.0
fMiscellaneous 9.0 3.0 .3 4.0 3.0
Tenant-Operators
Operating Expense 92.5 97.0 63.0 25.0 89.0
Building and Improvement- 8.0 1.0
Livestock 32.0 2.0
Household 7.0 59.0 6.0
Miscellaneous .5 3.0 5.0 8.0 2.0
SECURITY GIVEN FOR SHORT-TER M BAN K LOANS
There is a wide variety of forms of security given by farmers
for bank loans. With the owner-operator, the plain personal notej
is the most common form used, while for tenant farmers, the crop
Operating expenses include cash expenditures for labor, feed, seed,
fertilizer and other items that do not directly add to the inventory of the
farm.
tlncludes doctor bills, education, recreation, and automobiles.
^Personal note is used in this discussion to mean a note that is not
indorsed by a second party.
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lien note is the most prevalent form. Personal notes indorsed by
a second party are used to some extent by tenants, especially those
in the rice area. The different forms -of security as reported by
farmers using bank loans are shown in Table XVI.
TABLE XVI
PERCENTAGE DISTRIBUTION OF BANK LOANS TO FARMERS IN
FOUR FARMING AREAS IN LOUISIANA ACCORDING
TO SECURITY GIVEN. SURVEY 1928
Security
Crop Lien and Chattel
Mortgage
* Other Security
Chattel Mortgage
Cotton Rice Cane Vegetable for all
Area Area Area Area Areas
Owner-Operators
15.9 22.3 .1 26.1 10.0
52.5 53.7 69.1 54.9 61.1
11.3 9.4 23.3 16.3
13.2 .9 11.7 3.8
2.2 11.5 3.1
4.9 2.2 7.5 7.3 5.7
Tenant-Operators
62.4 16.4 56.3 44.0
18.3 32.0 58.3 15.1
6.4 *.5
14.9 83.6 5.3 41.7 38.0
.2
2.2
Crop Lien and Chattel
Mortgage 4
Other Security 4.0
For Tenant and Owner Operators All Sections
Crop Lien 11.4
Personal Note 59.2
Chattel Mortgage 15.6
Indorsed Note 5.2
Crop Lien and Chattel
Mortgage 3.1
Other Security 5.5
The above data indicate that tenant farmers do not enjoy as
high a credit rating as that given owner-operators. Sixty-one per
cent of the bank loans made to farm owners and 15 per cent to
Includes stocks and bonds, receipts against stored products.
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tenants were secured by personal notes according to data obtained
from farmers. Banks of the same area were interviewed and asked
to estimate the percentage of personal and collateral loans made to
farmers on the basis of personal notes. The percentage suggested
by bankers was much less than the figure in the above table. It is
a well known fact that banks do lend money on personal notes to
farmers who have a good record and possess real estate and other
property. The data on this point, which were received from the
two groups are doubtless biased. Farmers have a tendency to over-
rate themselves with respect to their credit standing and bankers
are likely to under-estimate the amount of loans that are made
without some tangible security, as they do not care to make public
the fact that their loan policies are not in accord with the best
banking practices.
Investigators in other states found that commercial banks make
a relatively large number of personal loans on unindorsed personal
notes. Gile and Black, in Minnesota, found that 70 per cent of the
personal and collateral loans made to owner-operators were secured
by personal notes, and 15 per cent of loans to tenant farmers were
secured by personal notes.* Lee, in Texas, found that 25.8 per
cent of such loans to farmers in Texas were secured by personal
note.f A study made in the Altheimer District of Arkansas,^ by
Gile and Moore, revealed the fact that 59 per cent of the bank
short-term loans were made on personal notes. In 1920, the United
States Department of Agriculture made a study of personal and
collateral bank loans to farmers in the United States, and in this
study, forty Louisiana bank reports were included. It was found
that 15.5 per cent of the loans to farmers in Louisiana were secured
by personal notes and 52.7 per cent were secured by indorsed notes.§
Other than the two forms, personal notes and indorsed notes,
the bankers and farmers are in close agreement according to data
obtained from them.
Gile and Black, Agricultural Credit Situation in Minnesota, Technical
Bui. 55, p. 55.
fLee, V. P., Short-Term Farm Credit in Texas, Texas Bui. 351, p. 7.
JGile and Moore, Farm Credit in a Plantation and an Upland Cotton
District in Arkansas, Bui. 228, p. 29.
§Valgren and Engelbert, Bank Loans to Farmers on Personal and
Collateral Security, U. S. D. A., Bui. 1048, p 21.
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Crop lien notes as security for loans are becoming more impor-
tant in the State. In 1920 Valgren found that 5.2 per cent of the
loans were secured in this manner, and in 1928 the crop lien was
used to secure 13.7 per cent of the short-term loans made to Lou-
isiana farmers, as reported by banks, and 11.4 per cent as reported
by farmers. This increased use of the crop lien note is due per-
haps to crop insurance possibilities, improved methods of growing
crops even under unfavorable conditions—as better drainage and
irrigation facilities—and the agricultural depression which has
made the crop lien note about the only form of security that a
number of farmers have to offer.
TERM OF LOANS
It is generally considered that local bank loans are made for six
months or less, but in Louisiana, the personal and collateral loans
from banks vary from thirty days to twelve months. It depends
upon the type of farming to a great extent as to how long these
loans run. Table XVII gives a comparison of term of loans be-
tween farming areas as well as the percentage of loans for the
different periods. Cotton farm owners used 73.5 per cent of their
bank loans for a period exceeding six months, renewals not includ-
ed, while tenants in the same area used 37.4 per cent of the loans
for a longer period than six months. The two combined used 70.4
per cent of their loans for a period exceeding six months. Due to
the nature of the cotton crop, the long growing season, the necessity
of making fertilizer purchases early in the year, and the demand
for extra labor during the chopping season, it has been made neces-
sary for cotton farmers to apply for loans from six to twelve months
in advance of the marketing season.
In the rice area, the majority of loans are made for a period of
six months or less. This is true for both owners and tenants, being
56.4 and 64.7 per cent respectively. Rice farming is different from
cotton farming, so far as the financing of the crop is concerned.
There is not the necessity for the extra hand labor at the beginning
of the crop season, neither is the practice of making large expendi-
tures for fertilizer common. The greatest need for cash on the
rice farm is just before the harvest season when heavy expenditures
are made for repairs, new machinery and supplies.
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TABLE XVII
TERM OP PERSONAL AND COLLATERAL LOANS TO FARMERS
FROM LOCAL BANKS BASED ON 210 FARM RECORDS IN
FOUR AREAS OF LOUISIANA. 1928 SURVEY
Cotton Area
Per cent of Total to Each Class:
Owner Tenant Both
Less than 60 days 7.2 6.5
60 to 90 days 1.2 .7 1.0
3 to 6 months 18.1 61.9 22.1
6 to 9 months 33.6 25.7 32.8
Q 19, mnnthQ 39.7 11.7 37.4
12 months and over.. . .2 .2
Total Percentage . 100.0 100.0 100.0
Total Amount $ 68,837 $ 7,210 $ 77,047
Rice Area
Less than 60 days .1 4.7 .4
60 to 90 days 10.2 48.3 12.4
Q -f- / \ Ci yvl ATlTn D 4fi 1 11.7 44.1
/ ; 4 /\ Q tyiAn "f n o 6 0 35.3 7.7
9 to 12 months 37.6 35.4
12 months and over ..
Total Percentage 100.0 100.0 100.0
Total Amount $ 69,925 $ 4,275 $ 74,200
Sugar Cane Area
Less than 60 days .1 32.0 .3
60 to 90 days 63.8 5.3 63.4
3 to 6 months .1 .1
6 to 9 months 2.3 2.3
9 to 12 months 33.7 62.7 33.9
12 months and over .
Total Percentage . 100.0 100.0 100.0
Total Amount $151,194 $ 937 $152,131
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TABLE XVII—Continued
Small Fruit and Vegetable Area
Term Owner Tenant Both
Less than 60 days 1.1 1.1
60 to 90 days 6.4 16.7 6.8
3 to 6 months 20.8 33.3 21.3
6 to 9 months 41.9 16.7 40.9
9 to 12 months 29.8 33.3 29.9
12 months and over
Total Percentage 100.0 100.0 100.0
Total Amount $ 13,763 $ 600 $ 14,363
All Areas Combined
Less than 60 days 1.8 4.9 1.9
60 to 90 days 34.6 17.2 33.9
3 to 6 months 15.7 39.2 16.7
6 to 9 months 12.1 26.3 12.7
9 to 12 months 35.8 12.4 34.8
12 months and over
Total Percentage 100.0 100.0 100.0
Total Amount $304,569 $13,172 $317,741
Loans to owner operators in the cane belt are usually 60 to 90
day loans or 9 to 12 month loans. Loans to tenants are for a period
less than 60 days for 32 per cent, and 9 to 12 months for 62.7 per
cent of the loans. Sugar cane requires a long growing season, being
planted either in the fall or very early in the spring and harvested
during the following fall months, usually in October, November
and December. If renewals are taken into account, loans in the
cane belt run for considerably over six months. The 26 banks
reporting on renewals of personal and collateral loans indicated
that approximately 13 per cent of these loans were renewed and a
large proportion of these was made in the cane belt. Early de-
mands for cash to pay fertilizer bills and farm labor on the cane
plantations require that loans be made in the spring months.
While there is a relatively small amount of bank credit used by
fruit and vegetable growers, the longer period loan is demanded.
A glance at the fruit and vegetable section of Table XYII will
show that 70.8 per cent of the bank loans run for a period longer
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than six months. Heavy applications of fertilizer and the abund-
ance of hand labor required cause the fruit and vegetable grower
to seek credit early in the season. Bankers in the different areas
recognize the needs of agriculture, and indications are that they
are making their loans for periods that correspond to these needs.
CHANGES IN POLICIES OF FINANCING AGENCIES
Some of Louisiana's farmers have been slow to apply business
methods on the farm. The efforts of extension workers and agri-
cultural leaders of the State have been practically fruitless, so far
as measurable results are concerned, in dealing with a certain class
of farmers. These leaders have not had a force that could be
applied which would cause the poorer class of farmers to adopt a
better system of agriculture or to improve the methods and system
that were already in use. The officials of some of the more pro-
gressive credit agencies have recently realized that they must exert
the force of restricting credits unless business methods were applied
on the farm. This restriction has resulted in improved conditions
in several localities of the State.
Those farmers who do not have first class credit rating with
the credit institutions are required to submit a financial statement
of their farm business before a loan is considered. If the statement
indicates such action advisable, a loan is made but not until after
a farm budget has been definitely decided upon by the lending
agent and the farmer. The amount of the loan is left with the
credit institution as a credit deposit. Every item of expenditure
from this loan must be listed by the farmer and made available to
the lender. This places the creditor in a position where he knows
how the funds are being used and it forces the farmer to use them
only for stipulated purposes on the farm. In this way, cash ex-
penditures on the farm have been reduced and more economical
production has resulted. The farmer who has a high per acre
expenditure without showing corresponding results in yields, is
given a limited time in which to reduce the expenses of production
to the average for his community. If the cash expenditures are not
reduced to this level, the credit agency will not continue to furnish
credit. Bankers and farmers claim that this system is bringing
about better methods of agriculture and that it is resulting in better
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conditions for both lending and borrowing groups. Prior to the
agricultural depression which followed the World War, it was an
unusual practice for the banker or other credit agents to advise the
farmer as to how he should handle the business on the farm, and
how much credit he should obtain in order to keep within safe
limits. On the other hand, during the period of rising prices from
1915 to 1920, some farmers were encouraged to use a great deal
more credit than they thought it best to use. Experiences have
been related by Louisiana farmers, indicating that bankers would
suggest a loan of $2,000.00 where $1,000.00 was requested. This
easy credit during these years placed many of the farmers in the
difficult position they found themselves during the period follow-
ing 1920.
Another unique practice is found among a few bankers of the
State, in helping farmers to liquidate old debts. Where there are
several creditors concerned, the banker demands that all surplus
over current expenses be divided among the creditors according to
the proportion that each debt is of the whole debt. The farmer is
given the privilege of taking a small percentage of the surplus for
his own private use, but every debt that he owes is given its proper
share of the profits made on the farm. This practice is helping
the farmer to maintain his credit rating and at the same time his
debts are gradually paid.
MERCHANT CREDIT
Out of a total of 809 farmers cooperating in this study, 381,
or 47.1 per cent, used merchant credit. This suggests that mer-
chants of Louisiana supply a large number of farmers with credit
during the year. A number of farmers who are able to borrow
money from the bank or other agencies at a normal rate of interest,
use merchant credit and pay a high rate of interest on the account
and in addition a credit price which is above the cash price. It is
possible that these farmers do not know of the cheaper sources, or
due to the inconvenience of securing loans from the banks, they
prefer to use merchant credit. Table XVIII indicates the number
of farmers in the different areas who are using merchant credit
also the average amount used.
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TABLE XVIII
PER CENT OF FARMERS USING MERCHANT CREDIT AND
AVERAGE AMOUNT USED PER FARMER IN FOUR FARM-
ING AREAS OF LOUISIANA. SURVEY 1928
Per cent Per cent.
Area Owners Tenants Both
Cotton 43.6 57.5 48.3
Rice 64.0 78.6 67.9
Sugar Cane 39.3 35.1 o7.1
Fruit and Vegetable 40.0 52.0 ±1 Q±l.v
Per cent for total 44.9 51.5 ± i . _L
Number using
merchant credit 210 141 381
Total number of
farmers 535 274 oU J
Average Amount Per Person
Cotton $ 526.50 !$ 338.20 $ 449.05
Rice 763.18 626.86 720.34
Sugar Cane 836.22 560.42 702.38
Fruit and Vegetable 423.13 465.15 431.53
Average for all areas. 596.61 446.67 541.12
Total Merchant
Credit $143,187.00 $62,981.00 $206,168.00
A small per cent of farmers in the cane area used merchant
credit as compared with farmers in other areas but the average
amount for each was greater in this area. This suggests that
merchants in the cane area were using a selective process in deter-
mining their credit customers more so than the merchants in other
areas. This is also accounted for by the fact that landlords do a
great amount of financing, thus resulting in large loans. Owner-
operators used more merchant credit per person than did tenants.
This difference is based primarily on the ability to get credit.
Tenants would use more credit from the merchants if they could
get it, according to statements from merchants as well as from
tenants themselves. Landlords as a rule, "stand good" for the
tenants at the store and the merchants advance only up to the
amount designated by the landlord.
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TERM OF MERCHANT CREDIT
Merchant credit like bank credit is extended for periods accord-
ing to the nature of agriculture in the community. There is little
variation in the term of the loan from that which was given for
bank credit Table XVII. The distribution of merchant credit on
the basis of term of loan is shown in Table XIX.
TABLE XIX
PERCENTAGE DISTRIBUTION OF MERCHANT CREDIT ON THE
BASIS OF TIME ACCOUNTS RUN IN FOUR AREAS OF
LOUISIANA. SURVEY 1928
Time Owner Tenant Both
Cotton Area
60 days and less 21.5 14.8
60 to 90 days .1 .1
3 to 6 months 9.1 15.3 11.0
6 to 9 months 24.0 56.4 34.0
9 to 12 months 44.1 25.2 38.3
Not reported 1.2 3.1 1.8
Total 100.0 100.0 100.0
Amount $ 55,283 $24,649 $ 79,932
Rice Area
60 days and less 10.7 7.8
60 to 90 days 1.4 3.9 2.0
3 to 6 months 84.6 86.8 85.2
6 to 9 months 2.8 6.4 3.8
9 to 12 months 2.9 .8
Not reported .5 .4
Total 100.0 100.0 100.0
Amount $ 36,633 $13,791 $ 50,424
Sugar Cane Area
60 days or less .2 .0 .1
60 to 90 days .0 .5 .2
3 to 6 months 5.2 4.4 4.9
6 to 9 months 8.0 3.0 6.1
9 to 12 months 83.4 86.4 84.5
Not reported .... 3.2 5.7 4.2
Total 100.0 100.0 100.0
Amount $ 29,268 $18,494 $ 47,762
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TABLE XIX—Continued
Fruit and Vegetable Area
Time Owner Tenant Both
60 days and less 12.7 1.5 10.3
60 to 90 days .5 .0 .4
3 to 6 months 4.3 .0 3.4
6 to 9 months 26.5 28.5 26.9
9 to 12 months 47.2 70.0 52.1
Not reported 8.8 .0 6.9
Total 100.0 100.0 100.0
Amount $ 22,003 $ 6,047 $ 28,050
For all Areas
60 days and less 13.0 .1 9.1
60 to 90 days .4 1.0 .6
3 to 6 months 26.9 26.3 26.7
6 to 9 months 15.7 27.1 19.2
9 to 12 months 41.3 42.6 41.7
Not reported 2.7 2.9 2.7
Total 100.0 100.0 100.0
Amount $143,187 $62,981 $206,168
Of all merchant credit 63.6 per cent was extended for longer
than six months. The rice farmers are the only ones using mer-
chant credit for a period of less than six months to any great extent.
SECURITY REQUIRED FOR MERCHANT CREDIT
A comparison of the security required for merchant credit as
indicated by 38 merchants and the farmers using merchant credit
is made in Table XX. Any analysis of each of the areas shows
that merchants extend most of their credit on open account. In
the cotton, rice, and fruit and vegetable areas the percentage of
credit on open account is 74.8, 78.5, and 69.7 per cent respectively,
in the sugar cane area the crop lien note is the most important
form. It is used to secure 59.1 per cent of merchant credit in this
area.
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TABLE XX
PERCENTAGE DISTRIBUTION OF CREDIT OBTAINED FROM
MERCHANTS BY FARMERS IN LOUISIANA, ON THE BASIS
OF SECURITY GIVEN. SURVEY 1928
As Reported As Reported
Form of Security by Farmers by Merchants
Open Account 65.2 62.2
Crop Lien 19.4 14.2
Chattel Mortgage 1.8 4.1
Personal Note 11.4 13.3
Indorsed Note 2.2 3.3
Other Security 2.0
Not Eeported .9
Total 100.0 100.0
Amount involved $206,168 $670,335
Data for the different areas show that a greater number of
tenant farmers obtain credit on open account than do owner-
operators. This does not indicate that tenant farmers have a higher
credit rating than farm owners. The main reason why a greater
percentage of tenants use open accounts is because a large number
of landlords are in the mercantile business and they make advances
to tenants through the store. Close supervision is maintained over
tenants' operations by the merchant and the amount of credit that
can be safely advanced is determined by the progress of crops on the
farm. The owner-operator is not supervised by the merchant
neither does the merchant have anything to do with the marketing
of his crops as is the case with tenants. Although tenant accounts
are listed as book accounts, in reality the crops produced on the
farm are the securities which back the credit extended. Merchants
do not allow these crops to be marketed without their permission.
This makes it possible for credits, that have been granted during
the year, to be paid out of the first receipts. The owner-operator
can not be controlled in this manner by the credit merchant unless
there is a crop lien given as security.
PURPOSE OF MERCHANT CREDIT
Most farmers were unable to list the separate items obtained
through merchant credit, therefore, it is impossible to give the
purposes of such credit. Farmers knew what their grocery bills
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were per month and also the amount of expenditures for feed,
fertilizer and machinery, but other items were not reported sepa-
rately.
The 38 merchants reporting, indicated that their business for
1928 amounted to $1,519,112 and of this amount, $1,099,667, or
72.4 per cent, was farm business. Ninety-one per cent of the total
credit extended by these merchants was to farm people, and 60.9
per cent of the sales made to farmers were credit sales. Many
mercantile businesses in Louisiana are depending on agriculture
directly for their existence.
FARM ASSOCIATION CREDIT
The associations, which have been described in Chapter III,
operate in the fruit and vegetable area of the State primarily, and
their function is to advance credit to farmers in the form of cash
or supplies. During 1928, 74.6 per cent of the owner-operators
and 88 per cent of the tenant farmers in this area used association
credit. The average amount per borrower was $681.35. Owner-
operators used on the average $705.69 during the season of 1928
and tenants used $505.16. These associations do very little business
on open account. The main form of security is the crop lien note.
Table XXI shows how the loans are distributed with respect to
security required.
TABLE XXI
PERCENTAGE DISTRIBUTION OF CREDIT OBTAINED BY FARM-
ERS IN THE FRUIT AND VEGETABLE AREA OF LOUISIANA
FROM FARM ASSOCIATIONS. SURVEY 1928
Security- Owner-Operator Tenants Both
Open Account .2 .1
Personal Note 4.9 4.2
Indorsed Note 7.5 4.5 7.0
Crop Lien Note 87.4 84.5 87.0
Crop Lien with
Indorsement 11.2 1.7
Total 100.0 100.0 100.0
Amount $68,452 $12,629 $81,081
TERM OF LOAN
As was indicated in the preceding sections, the truck farmer
needs credit for practically the entire year. The farm associations
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handle their business on a six to twelve month basis. Of the total
loans, 71.2 per cent are made for a period of nine to twelve months.
Approximately 5 per cent of the loans are made for six months or
less. Most of the loans are for sufficient time to allow a farmer
to plant, harvest, and market the crops.
Schedules were obtained from twelve of these associations in
order to learn their business practices. It has been pointed out
already that the form of organization varies from a private enter-
prise to a corporation form. Two were found to be private busi-
nesses, one, a partnership, two corporations, and the remainder
were cooperative in form. The tendency is for the cooperative
forms to reorganize and become corporations. Two of these have
done so since the survey was made. The cooperatives have not been
able to build up a surplus fund with which to operate during bad
seasons or to put themselves on a good standing with the banks
and other financing agencies, when it is necessary for them to
borrow funds.
The associations interviewed, served 1,649 farmers during the
1928 season. Farmers purchased through these agencies supplies
amounting to $269,409. The total amount of credit extended
was $446,226, of which $186,613 was cash. These associations sold
for their members $1,924,747 worth of farm products. This leaves
a wide margin between the amount of credit advanced and the
total receipts.
The term of credit and the security required as reported by
those associations are practically the same as were reported by the
farmers of this area.
INTERMEDIATE CREDIT
Data that have been presented up to the present time are sam-
ples which are given as representative of the whole. The data that
are to be used in connection with the discussion on intermediate
credit are complete, since we are to deal only with the activities
of the Intermediate Credit Bank, located at New Orleans. It is
true, however, that there is likely to be an overlapping with the
credit which we have already considered, for some of the associa-
tions discount paper with the Intermediate Credit Bank.
Attention has already been called to the types of loans the
Intermediate Credit Bank makes. Table XXII shows the impor-
tance of these loans in different farm areas of the State.
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TABLE XXII
LOANS MADE BY THE INTERMEDIATE CREDIT BANK TO
FARMERS IN DIFFERENT AREAS OF LOUISIANA
FROM 1924 TO 1928*
„ , .. > Pereent
—Production Loans
— —Commodity Loans— Cotton
„ Percent Percent Loans ofYear Amount Increase Amount Increase Total Loans
Cotton
1924 $ 9,590
.7
1925 11,910 24.2 '3
1926 55,775 368.3 1.2
1927 90,176 61.7 L4
1928 98,170 8.9 2.0
Total $ 265,621 1.2
Rice
1924 $ 281,172 $ 552,221 58.0
1925 839,500 198.6 695,396 25.9 39.9
1926 968,039 15.3 2,321,178 233.8 72.6
1927 1,950,247 101.5 2,975,713 28.2 75.3
1928 1,736,999 10.9 1,199,240 59.7 58.3
Total $5,775,957 $7,743,748 65.7
Sugar Cane
1924 $ 592,750 41.3
1925 2,258,837 281.1 58.7
1926 1,067,856 52.7 23.5
1927 1,325,293 24.1 20.3
1928 1,913,417 44.4 38.0
Total $7,158,153 33.5
Strawberry
1924
1925 39,441 1.0
1926 100,136 153.9 20,275 2.7
1927 87,775 12.3 110,385 444.4 3.0
1928 84,316 3.9 1.7
Total $ 311,668 $ 130,660 2.5
Data compiled from information furnished by Intermediate Credit
Bank of New Orleans.
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According to the data presented in Table XXII most of the
Intermediate Credit Bank loans are flowing into the rice and sugar
cane areas. Sixty-five per cent of the total loans have been in the
rice area and 33.5 per cent were made to the farmers of the cane
area. All sections have been using production loans but commodity
loans are being used almost altogether by rice farmers and cattle
men in the rice area. It will be noted that this class of loans is
decreasing. The rate of increase is slowing down in the cotton
area and there was an absolute decrease in the amount of loans
made from 1927 to 1928 in the rice and strawberry sections. The
sugar cane area increased its borrowings during the same period.
This suggests that commercial banks supply this class of credit
when they have an abundance of loanable funds and when this fund
is reduced, the Intermediate Credit Bank supplies the necessary
loans. In the rice area, a large amount of loanable funds was
acquired by a group of banks a few years ago from oil lands which
they held and this has made it possible for these banks to meet the
needs of agriculture, thus accounting in part for the decrease in
the amount of loans made by the Intermediate Credit Bank. In
the cotton area, facilities for handling intermediate credit funds
have not developed. In 1928, there was only one credit corporation
in operation, serving cotton farmers. The secretary of this cor-
poration stated that it would be necessary to discontinue its opera-
tions on account of the small volume of business. The agricultural
credit corporations that were in operation in 1928 are
:
Calcasieu Agricultural Credit Corporation, Lake Charles, La.
Central Discount Corporation, Eunice, La.
Northeast Louisiana Discount Company, Eayville, La.
Eice Growers Credit Corporation, Crowley, La.
Southwestern Louisiana Agricultural Credit Ass'n., Crowley, La.
Southwest Louisiana Livestock Loan Company, Lake Charles, La.
State Agricultural Credit Corporation, New Orleans, La.
Teche Agricultural Credit Association, Franklin, La.
Louisiana Agricultural Credit Corporation, Shreveport, La.
The geographic location of these organizations is shown in
Figure III.
SUMMARY OF PERSONAL AND COLLATERAL LOANS
It has been pointed out that farmers use various sources for
obtaining personal and collateral credit. The importance of these
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sources depends upon the type of farming. Figure 4 points out
the per cent of farmers patronizing the different agencies in the
various farming areas of the State. Merchant credit is used by a
larger per cent of farmers in the cotton and rice sections while in
the fruit and berry section the farm associations serve a greater
number. In the sugar cane area, a greater number of farm owners
depend on the merchant for credit but the tenants look to other
sources, mainly the landlord.
The importance of these agencies with respect to amount of
credit is indicated in Figure 5. Merchant credit stands out as an
important source in the cotton area but gives way to bank and other
sources in the rice, cane and trucking areas. The term of loans
in the different areas is well timed with the needs of the farm
groups. In those areas where nine to twelve months credit is need-
ed, the agencies are supplying this term of loan and where credit
for six months or less is required the loans conform to this require-
ment. The security for loans that is required by the different
agencies in all areas vary between areas, and between agencies
within the same area. Merchants, in all cases, apparently demand
less security for the credit extended by them than do other credit
agencies.
LONG TERM CREDIT IN LOUISIANA
What agencies are supplying long-term credit to Louisiana
farmers ? For what purposes are these loans made ? What are the
requirements for these loans? What is the relative importance of
these agencies supplying this class of credit? These are some of
the questions that are considered in this part of the discussion.
Long-term credit, as has already been suggested, is considered
here as any loan made on the basis of a real estate mortgage as
security with a maturity date of one year or more. The most
important specialized long-term credit agency in the State is the
Federal Land Bank, located at New Orleans. This bank serves the
three states, Alabama, Mississippi and Louisiana, and has been in
operation since 1917. Loans from this bank were made to Lou-
isiana farmers through 80 national farm loan associations during
1928.
NATIONAL FARM LOAN ASSOCIATIONS
An examination of Figure 3, page 20, will show the territorial
distribution of national farm loan associations in Louisiana.
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In order to determine the loans made in different areas of the
State, questionnaires were sent to the secretaries of these national
farm loan associations. Forty-six were returned with the informa-
tion requested. Table XXIII gives a distribution of these associa-
tions on the basis of loans made.
TABLE XXIII
NATIONAL FARM LOAN ASSOCIATIONS IN LOUISIANA CLASSI-
FIED ON THE BASIS OF LOANS CLOSED
TO DECEMBER 31, 1928
Number of Associations:
Loans Closed Survey Total*
\ 25,000 and less 2 9
25,000 to ,15 50,000 4
50,000 to 100,000 3 10
100,000 to 150,000 5 10
150,000 to 200,000 5
200,000 to 250,000 3 14
250,000 to 500,000 11 18
500,000 to 750,000 3 5
750,000 to 1,000,000 - 3 4
1,000,000 to 2,000,000 6 9
2,000,000 and over 1 fv,
46 80
The associations that reported give us a fair sample of the work
that is being done in the different sections of the State. Fifty-
seven per cent reported, and the number of borrowers in these
associations represented 56.7 per cent of the total number and the
loans reported by these units represented 59 per cent of the loans
made in the State. The distribution of the associations reporting,
according to territory seems to be approximately correct. The
number reporting from the cotton area was 32, 6 from the rice
area, and 5 and 3 from the cane, and fruit and vegetable areas
respectively. With these data as a basis, the amount of loans for
the different farming areas was estimated. Table XXIV gives
these estimates by sections.
Twelfth Annual Report of the Federal Farm Loan Board, p. 118.
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TABLE XXIV
PERCENTAGE DISTRIBUTION OF ESTIMATED LOANS MADE IN
FOUR FARMING AREAS OF LOUISIANA BY THE FEDERAL
FARM LOAN BANK WITH AVERAGE LOANS AND NUMBER
OF BORROWERS, FROM ORGANIZATION TO
DECEMBER 31, 1928
Number of Per cent of Average Number-
Area Associations Total Loans Loan Borrowers
Cotton 56 63.7 $2,071 $11,548
Rice 8 23.6 3,990 2,218
Sugar Cane 9 10.8 5,631 724
Fruit and Vegetable 7 1.9 1,120 637
fFor State 80 100.0 $2,482 $15,127
By the end of 1928, 15,127 loans had been made aggregating
37,540,565 dollars. The cotton section of the State had utilized
63.7 per cent of these loans, rice farmers received 23.6 per cent,
cane farmers, 10.8 per cent and truck farmers received 1.9 per cent
of the total loans. The average loan per borrower was largest in
the sugar section, being $5,631. The smallest average loans were
made in the fruit and vegetable area, amounting to $1,120. Cotton
and rice loans averaged $2,071 and $3,990 respectively.
Apparently farmers are asking for the largest amount of loans
their property values will permit. Since the average value per
farm in these areas in 1925 was given as $1,911 for cotton, $4,662
for rice farms, $5,843 for sugar cane farms, and $2,544 for fruit
and vegetable farms. The maximum loan from this source can not
exceed 50 per cent of the value of the land and 20 per cent of the
value of improvements. Value of land and buildings for the dif-
ferent areas rank in about the same order which the loans rank.
The fruit and vegetable farms have a little higher average value
than do cotton farms.
The loan policies of the Federal Land Bank are the same
throughout the State. In order to eliminate duplication the re-
mainder of the discussion on Land Bank loans will deal with the
State as a whole rather than with separate areas.
tTwelfth report of the Federal Farm Loan Board, 1928, p. 117.
estimates were made on basis of this report and the survey data.
The
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Table V, page 21 shows the growth of Federal Land Bank loans
in Louisiana since the organization of the System. Table XXV
which follows indicates the purpose of these loans.
TABLE XXV
PERCENTAGE DISTRIBUTION OF LAND BANK LOANS IN
LOUISIANA ACCORDING TO PURPOSE FROM 1921 TO
DECEMBER 31, 1928*
Build- Equipment,
ing Fertilizer, National
and Livestock Pay Pay Farm
Buy Equip- and Mort- Other Loan
Year Land ment Irrigation gages Debts Stock Total
1921 13.0 17.0 9.0 47.0 9.0 5.0 100.0
1922 9.0 13.0 7.0 54.0 12.0 5.0 100.0
1923 6.0 11.0 6.0 59.0 13.0 5.0 100.0
1924 5.0 10.0 4.0 64.0 12.0 5.0 100.0
1925 5.0 10.0 4.0 64.0 12.0 5.0 100.0
1926 5.0 10.0 4.0 64.0 12.0 5.0 100.0
1927 5.0 10.0 4.0 65.0 11.0 5.0 100.0
1928 5.5 9.5 4.0 64.6 11.4 5.0 100.0
Approximately three-fourths of the loans since 1922 have been
used to pay off past obligations either farm mortgages or other
debts. The other one-fourth is fairly evenly divided between build-
ing and equipment, and other purposes. Five per cent of every
loan is used to pay for stock in the local national farm loan asso-
ciation.
Farmers are fast taking advantage of the low interest rate and
the long-term loans by converting the existing mortgage loans into
the long-term loans with the Federal Land Bank. This, no doubt,
has permitted a number of owner-operators to remain farm owners
who otherwise would have become tenants, or who would have been
forced out of the farming business, because without such facilities
payments could not have been met on the old mortgages and the
financing agencies would possibly have foreclosed in order to collect
the debts.
The amount of land which had been mortgaged to the Land
Bank by the end of 1928, amounted to 2,351,929 acres. This
*Annual Reports of the Federal Farm Loan Board, Nos. 5, 6, 7, 8, 9,
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land was appraised at $76,921,344, and the total loans were $37,-
540,565 or 48.8 per cent of the appraised value of the lands. These
appear to be conservative loans. However, as indicated in a pre-
ceding discussion, several of these farms have been foreclosed and
excepting those that have been resold, are now held by the Federal
Land Bank.
The Federal Land Bank made some loans that were not based
on sound values. When the system first started operations, the
land appraisers were not as careful as they should have been and
consequently, farmers "sold out to the bank." Other causes that
have been suggested by bank officials and farmers as well for these
bad loans are : manipulations on the part of the association officials
to get larger loans than the property of the farmer permitted under
ordinary conditions; the State road building program left some of
the mortgaged farms in isolated places and values depreciated;
death of owner; and adverse conditions of agriculture. On the
whole, slight losses have been experienced by the Land Bank in
these foreclosures.
JOINT-STOCK LAND BANK
Louisiana farmers have not used very much credit from the
Joint-Stock Land Bank in New Orleans. Since 1923, the total
loans have amounted to $l,429,200.f From 1924 to 1925 the
increase in the volume of business with Louisiana farmers was 55.3
per cent. From 1925 to the end of 1928 the rate of increase has
been less. The increase from 1927 to 1928 was 4 per cent.
The loans made by the Joint-Stock Land Bank cover an acreage
of 70,022 in Louisiana with an appraisal value of $4,077,839, the
ratio of the total loan to the value being 35 per cent. Assuming
the same appraisal policy, this indicates that this institution
is
more conservative than the Federal Land Bank which is perhaps
one of the reasons why the volume of business has been relatively
small.
The purpose of the loans from the Joint-Stock Land Bank was
primarily to pay off mortgages.
tAnnual Reports of the Federal Farm Loan Board, Nos. 7, 8, 9, 10,
11, 12.
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TABLE XXVI
PERCENTAGE DISTRIBUTION OP LOANS MADE BY THE JOINT-
STOCK LAND BANK TO LOUISIANA FARMERS ACCORDING
TO PURPOSE. 1923-28*
Building Equipment,
Year
Buy
Land
and
Improve-
ments
Livestock,
Fertilizer,
Irrigation
Pay
Mortgages
Other
Debts Total
1923 6.0 1.0 4.0 86.0 3.0 100.0
1924 6.0 1.0 4.0 86.0 3.0 100.0
1925 4.0 1.0 2.0 86.0 7.0 100.0
1926 3.0 2.0 88.0 7.0 100.0
1927 3.0 1.0 2.0 89.0 5.0 100.0
1928 3.3 .7 1.6 89.4 5.0 100.0
Approximately 90 per cent of the loans were used to pay off
mortgages, where the next important purpose was to pay other
debts. There is one striking feature about the purposes of loans
for both Land Bank and Joint-Stock Land Bank, that is a rela-
tively small proportion is used to buy land and put equipment on
the farm. The outstanding advantage for loans from both banks
no doubt has been to help farmers convert their short term loans
to long term loans that could be paid out of the proceeds of the
farms and help commercial banks get out of their portfolios a large
amount of sound but temporarily frozen assets.
INSURANCE COMPANIES
Eleven insurance companies hold approximately 90 per cent of
the estimated mortgage loans on Louisiana farms held by such
companies. Out of 153 companies replying to a questionnaire sent
to them, eleven held Louisiana farm mortgages. These companies
had made 944 loans which amounted to $7,512,207. The ratio of
loans to property value is 28 per cent. These loans run for a period
from 5 to 20 years and are repayable in many ways. Two com-
panies make their loans for a definite period and collect at the end
of this period, two use the amortization plan, two companies permit
loans to be paid in installments of 10 per cent, one leaves it to the
borrower and the remainder did not report. The insurance com-
panies have experienced very small losses on farm loans in the
State. Only one company indicated a loss, and this was less than
$2,500. Most of the companies seem to be looking elsewhere for
Reports of the Federal Farm Loan Board, Nos. 7, 8, 9, 10, 11, 12.
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fields of investment. Several indicated that they were getting out
of farm loan business and placing their investments in a more
liquid form. These officials reported that they felt that the long-
term farm credit needs are being well cared for by the Federal
Land Banks.
COMMERCIAL BANKS AS LONG-TERM CREDIT AGENCIES
Twenty-five out of the 26 banks reporting held farm mortgages
in 1928. Their first mortgages amounted to $1,255,929 and their
second mortgages were given at $72,553. There were 1,156 mort-
gage loans represented as first, and 41 as second mortgages. Only
seven reported that they held second mortgages. If these banks
are a representative sample of the banks of the State, it is possible
to make a rather accurate estimate of the amount of mortgages
that are held by the commercial banks of the State. The survey
data from 26 banks indicated that their farm mortgage loans were
equal to 5.14 per cent of the total resources of these banks. Assum-
ing that this same ratio holds true for all state banks outside of
New Orleans, the total mortgage loans outstanding in 1928
amounted to $ll,375,610.f
Commercial bank loans on farm mortgages are made for periods
ranging from three months to five years, the usual practice is to
make the loan for a relatively short period and renew the loan
from time to time, in order to give the borrower time to realize
on the loan. The ratio of loans to value of property pledged, is
48.4 per cent. Bankers are well acquainted with conditions and
the particular farm, thus it is expected that a larger proportion
of
the value can be loaned with safety, and, too, the local banker is
likely to appraise the farm at a lower value than other agents.
The purposes of mortgage loans from commercial banks are:
23.5 per cent to pay off mortgages; 35.3 per cent to pay
other
debts; improvements 12.7 per cent; 13.8 per cent to buy land; 6.4
per cent to buy livestock; and the remainder for other purposes.
ACTIVITIES OF SAW-MILL COMPANIES IN SUPPLYING LAND
CREDIT
Saw-mill companies and land companies are doing some work
in encouraging farm ownership by selling cut-over lands on credit
^iel^urces of State Banks outside of New Or1eans at tHe ^e nn in
g
r^f 1Q9S wppp $159 544 556" 5 14 per cent of this amount is $10,100,610—acm
to thif n?275?000,' thT amount reported by the comptroller for
National
Banks and the total equals $11,375,610.
tReport of Comptroller of Currency, 1928—June 30, p. dU.
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with long term payments. Only four of these companies returned
questionnaires that were sent out. These four companies controlled
575,400 acres of land during 1928. They have sold approximately
200 farms within the past three years, ranging from forty acres
to 100 acres per farm. The first payment required, varies from
10 to 25 per cent of the sale value of the land, and the balance is
paid at some time in the future. Two of the companies give 5
years, one gives ten years in which to pay the balance and the
other gives 20 years. This service is similar to services rendered
by specialized loan agencies for the purpose of buying land.
SECTION IV.
COST OF CREDIT ON LOUISIANA FARM LOANS
Credit costs include such items as interest, commission charges,
carrying charges, difference between cash and credit prices on
commodities, and various other expenditures. Commission charges
are exacted by banks as extra pay for the services rendered in mak-
ing the loan. Carrying charges are usually made by merchants.
This is usually referred to by merchants as an interest charge, but
the time element is ignored and it becomes an extra charge for
credit privileges. In addition to the carrying charge, many mer-
chants add to the cash price an extra charge to arrive at a credit
price. This is ordinarily called a discount for cash by the mer-
chant. This is a misnomer however, because the list price is the
cash price in most instances and the credit price is fixed on the
basis of the cash price. This difference however, between a cash
and a credit price will be called a discount in the discussion fol-
lowing.
The first phase of the discussion deals with the variation in
credit costs in different areas of the State, as was indicated by
farmers who were included in the survey. These farmers listed
their short-term credits and indicated the prices that were paid for
these loans. These data are tabulated in Table XXVII for the
different farm areas.
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TABLE XXVII
AMOUNT OF CREDIT AND RATE OF INTEREST CHARGED FOR
PERSONAL AND COLLATERAL LOANS IN FOUR AREAS
OF LOUISIANA, SURVEY 1928
Total Amount
of Personal Average
and Collateral Rate
Area Credit Reported of Interest
Cotton $ 187,834 10.9
Eice 306,633 7.7
Sugar Cane 637,768 8.0
Fruit and Vegetable 126,620 9.6
Total $1,251,867 8.5
Before attempting to account for these differences, it will be
necessary to find out the sources of this credit and the charges
made at each source. This information is given in Tables XXVIII
and XXIX.
TABLE XXVIII
PERCENTAGE DISTRIBUTION OF PERSONAL AND COLLATERAL
LOANS TO FARMERS IN LOUISIANA—SOURCES AND
INTEREST RATES, SURVEY 1928
Sources
Bank
Credit Corp
Other Sources..
Number Per Cent Interest
Men Using of Total Interest Plus
Credit Credit Rate Discount
Cotton Area
48.3 42.6 9.7 14.2
29.6 41.0 8.6
.3 15.5 8.0
1.9 .9 no report
Total 368 $187,834
Rice Area
Merchant 67.9 16.5 7.1
Bank 38.8 24.2 7.9
Credit Corp 24.3 33.8 7.8
Other Sources 40.8 25.5 7.2
Total 103 $306,633
Sugar Cane Area
Merchant 37.1 7.5 8.2
Bank 9.8 23.9 7.9
Credit Corp 8.7 10.6 7.4
Other Sources 37.2 58.0 8.0
Total 183 $637,768
8.97
9.40
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TABLE XXVIII—Continued.
Number Per Cent Interest
Sources Men Using of Total Interest Plus
Credit Credit Rate Discount
Fruit and Vegetable Area
Merchant 41.9 22.2 7.8 17.9
Bank 27.7 11.3 8.0
Association 76.8 65.0 7.6
Other Sources 1.2 1.5 no report
Total 155 $126,620
TABLE XXIX
INTEREST AND OTHER CHARGES FOR CREDIT BY DIFFERENT
AGENCIES IN FOUR FARMING AREAS OF
LOUISIANA
Credit
Corp. and Other
Area Merchant Bank Association Sources Total
Cotton 14.2 8.6 8.0 $ 187,834
Rice 9.0 7.9 7.8 7.2 306,633
Cane 9.4 7.9 7.4 7.9 637,768
Fruit and
Vegetable 18.0 8.0 7.6 126,620
Amount Credit...$206,168 $317,741 $255,434 $479,503 $1,258,855
If we follow the data through in Tables XXVIII and XXIX, it
will be evident why the credit charges in the cotton, and fruit and
vegetable areas are higher than in the other areas. The rate of
interest on merchant credit is proportionately larger in the cotton,
and fruit and vegetable areas being 14.2 and 18 per cent respec-
tively. The so-called discounts for cash are included in the mer-
chants' charges.
Rice and sugar cane farmers seem to have the advantage over
other farmers with respect to charges for credit. It will be noted
in Table XXVIII that these farmers tend to diversify their credits
more in these two areas, that is, divide their business among the
different agencies, than is true in the other areas. This brings
about competition between the agencies and results to a certain
extent in an equalization of interest rates.
In the fruit and vegetable area, a greater proportion of farmers
are using that source of credit which costs them least. This is not
true in other areas. The sugar cane people use merchant credit to
the extent of 37 per cent of their total short-term credits and pay
on an average of 9.4 per cent when there are available sources that
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charge 7.4 per cent. In the cotton area, 48.3 per cent of the farmers
obtain 42.6 per cent of the short-term credit from merchants and
pay an average of 14.2 per cent, while others in the same area get
credit for 8 per cent. It is possible that these lower rates cannot
be had by a large number of farmers in these areas due to their
credit rating, thus leaving only the higher priced service available
for them.
Why farmers continue to use the high priced service is a ques-
tion that is difficult to answer. There are several reasons that may
be advanced, and these are based on statements from farmers in
different sections of the State: (1) "The merchant is the only
agency that will give me credit"; (2) "The merchant is convenient
and we are willing to pay a little higher price for this form of
service"; and (3) "Banks insist upon debts being paid when they
are due regardless of the ability to pay, while merchants will give
more time and continue to supply the credit until conditions are
such that bills can be paid". It is believed that a number of
farmers are not aware of the fact that such differences exist between
agencies, thus they have not made an effort to find the most
economical sources of credit.
Should the additional value received from merchants, in the
form of "convenience", "ease of mind" and other psychological
values be disregarded, it is possible for farmers of the State, where
they have a choice, to borrow money from specialized credit agencies
and pay cash for merchant services and goods, thereby making a
considerable saving according to survey data. When interest and
discounts are combined the total charge on merchant credit is
$9,431 on $67,752 of business that carried these extra charges.
Forty-seven per cent of the farmers obtained credit from merchants,
6.6 per cent obtained merchant credit without paying an interest
rate or being given the privilege of a discount for cash. This leaves
40.5 per cent of all farmers, who do a merchant credit business, to
pay the excessive charges. If this reasoning be applied to all farm-
ers of the State, (croppers excluded), the annual savings that could
be made by using bank credit at 8 per cent and paying cash to
merchants is approximately three-quarters of a million dollars.
The estimated amount of business done in the State under the
above conditions is $8,247,294, which costs the farm group $1,-
145,457 annually. The same amount at 8 per cent for nine months,
the prevailing period of merchant credit, would cost $494,838. The
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difference is worth considering by those who are able to select their
credit sources.
Averages serve to give a picture of what is happening in a
territory but they do not tell the story of what interest rate is
being charged by the different agencies in the farming areas of the
State. Tables XXX and XXXI give the percentage of credit used
by farmers at different rates of interest.
The amount of interest charged on loans and accounts range
from 3' per cent to 20 per cent, as indicated by Tables XXX and
XXXI. Merchants do a rather large amount of business on which
they make no direct charges in the form of interest or carrying
TABLE XXX
PER CENT OF CREDIT FROM DIFFERENT SOURCES FOR
VARIOUS RATES OF INTEREST. LOUISIANA 1928
Owner-Operators—Cotton Area
Interest Credit Other
Rates Merchant Bank Associations Sources
j| ~ : 30.4
.3 2.2
8 32.5 75.0 100.0
Ejk - 2.9
K. 33.0 7.0
fciu. 12.9
m% 4
Bf 1.4
m 9
Not Eeported 1.1 100.0
Total amount of credit 55,283 69,837 1,250 21,303
Rice Area
Til- 76.1
§§r - 12.9
few. 19.7
§L - 8.7
h/2 . 97.2
8 11.5 89.8 2.8 9.6
§. -. . ' 1.5 . pjfa
mw 1.7
20 1,0
Not Eeported „. 77.5
Total amount of credit 36,633 69,925 87,800 54,454
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TABLE XXX—Continued
Interest
Rates
0 ....
4 ...
5 ...
6 ...
6%
7 ...
7%
Merchant Bank
Sugar Cane Area
19.5
Credit
Associations
Other
Sources
2.3
.7
.7
73.1
2.0
23.1
74.9
7.5
1.1
69.0
2.4
10
15 - 1.0
Not Reported _ 2.7
Total amount of credit 29,268 151,194
Fruit and Vegetable Area
15.3
11.2
78.2
.3
66,579
10.3
313,459
4.3
3.6
3.2
65.9
7.7
100.0
10
Not Reported
Total amount of credit 22,003
.5
22.1
73.9
3.5
13,763 68,425
TABLE XXXI
PER CENT OF CREDIT FROM DIFFERENT
Interest
Rates
0
SOURCES
VARIOUS RATES OF INTEREST. LOUISIANA 1928
Tenant-Operators—'Cotton Area
BankMerchant
16.2
Credit
Associations
100.0
1,675
FOR
Other
Sources
1 _ 1.5
8 15.3
9 2.5
10 50.2
12
12% 1.5
15 7.5
20 5.3
Not Reported
Total amount of credit 24,649
91.5
.7
7,210
100.0
7,902
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TABLE XXXI—Continued.
Interest Credit Other
Rates Merchant Bank Associations Sources
Rice Area
wt~.r : 66.9 „.
6 18.1
W:. ......... 12.6
Iff 87.4
8 8.7 100.0 36.7
m 4.0
12% _ 2.3
Not Keported 63.3
Total amount of credit 13,791 4,275 15,900 20,980
Sugar Cane Area
0 12.0 5.4
7y2 . 100.0
8 79.4 100.0 88.9
W} — -- 1.5
IS 7.9
Not Eeported 7 4.2
Total amount of credit 18,494 936 1,158 57,551
Fruit and Vegetable Area
0 _ 6.4 3.7
|P ....... 14.0
8 54.7 100.0 77.2
10 1.8 2.0
Not Eeported 37.1 100.0
Total amount of credit 6,047 600 12,629 185
charge. However, it is the merchant group that makes the extra
high charges. The prevailing rate charged by all agencies is 8 per
cent, this being the legal rate.* Banks in some cases charge as high
as 12 per cent, other agencies charge 10 per cent as a maximum,
and credit corporations use 8 per cent as their maximum interest
charge. There is no marked difference in the charges made to
tenants and those made to owner-operators. A slightly greater
proportion of tenant business bears a 15 and 20 per cent rate with
merchants. It is expected that merchants charge a higher rate
*The legal rate of interest in Louisiana is 8 per cent for ordinary
loans. A law has been passed recently legalizing sy2 per cent per month,
on what are called industrial loans.
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than other agencies because they extend credit to individuals who
do not have security to offer and they assume a great risk in doing
so. The greater risks are off-set by the higher charge.
Schedules returned by merchants substantiate the data received
from farmers on interest charges. Merchants indicated that their
interest charges ranged from no charge to 20 per cent and that the
discount ranged from 0 to 10 per cent, the prevailing rate being
10 per cent. Bank records also checked very closely with farm
records. Banks reported that approximately 75 per cent of their
personal and collateral loans were made at 8 per cent interest, 12
per cent of their loans at an interest rate of 12 per cent, and only
2 per cent were for 6 per cent interest or less.
Interest rates on personal and collateral loans from banks to
farmers do not vary very much over a period of years. In 1921,
Valgren found that the interest rate used by local banks in Lou-
isiana for farm loans ranged from 8 to 10 per cent.f On 75.5
per cent of the loans 8 per cent interest was paid, a rate of 9 per
cent was paid on 8.2 per cent of the loans and a rate of 10 per cent
was paid on 14.3 per cent of the loans. This study also indicated
that 94 per cent of the banks in Louisiana collected interest in
advance. The advance interest collection applied to 72.4 per cent
of the total loans of this class, which were made to farmers.} Thus
a loan of a $100 that pays 8 per cent interest if collected in advance,
amounts to an interest rate of approximately 8.7 per cent. In
addition to the advance interest collection, 16 per cent of the banks
required borrowers to maintain a bank balance of at least 14 per
cent of the loans. § When these two items are taken into considera-
tion, loans from banks cost farmers more than the stated interest
rate indicates.
According to information received from bankers and farmers,
banks in the rice and cane areas, more than banks in the other
areas, collect interest in advance and require a bank balance during
the period of the loan. This practice, though not true with all
banks of the areas, tends to off-set the apparent advantage of a lower
interest rate paid on bank loans in these two areas over that paid
in the cotton, and fruit and vegetable areas.
tValgren V N., and Englebert, E. E., Bank Loans to Farmers on
Per
^lW^' C^,laSraInfCEn^eb
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*mff&& t%'T2J*2&i& 1n. , Bank Loans to Farmers on
Personal and Collateral Security, 1922, p. 18.
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INTEREST RATES ON LONG-TERM LOANS
Of the 535 farm owners interviewed, 34.5 per cent reported
that they had obtained loans on first mortgage security , and 6.7
per cent reported second mortgage loans. The first mortgages are
distributed over the four areas as follows : 22.6 per cent in the rice
area; 23.1 per cent in the sugar cane area; 41.9 per cent in the
cotton area; and 12.4 per cent in the fruit and vegetable area.
There were no second mortgages reported in the fruit and vegetable
area, but those reported by farmers in the other areas were dis-
tributed on the basis of percentage of farmers with second mort-
gages as 3.6 per cent in the cotton area, 13.5 per cent in the cane
area and 22.7 per cent in the rice area. The interest rates paid on
these mortgage loans are shown in Tables XXXII and XXXIII.
TABLE XXXII
PERCENTAGE DISTRIBUTION OF FIRST MORTGAGE LOANS ON
LOUISIANA FARMS IN FOUR FARMING AREAS ON THE
BASIS OF INTEREST RATES CHARGED, SURVEY 1928.
Interest Rates
Area 3% 4% 5 5% 6 6% 7 8 Amount
Cotton 7 1.2 6.2 23.2 28.4 .... 1.1 39.2 $266,638
Rice '. 1.4 69.9 5.9 18.6 4.2 308,740
Sugar Cane 5.2 7.0 11.0 5.2 31.5 40.1 357,892
Fruit and Vegetable 29.3 23.2 .... 9.6 37.9 17,174
TABLE XXXIII
PERCENTAGE DISTRIBUTION OF SECOND MORTGAGE LOANS
ON LOUISIANA FARMS IN THREE FARMING AREAS ON
BASIS OF INTEREST RATES CHARGED,
SURVEY 1928
Interest Rates Total
Area 5 6 6 y2 7 7 V2 8 Amount
Cotton 20.0 80.0 $ 10,750
Rice H.8 7.9 7.9 23.6 29.5 19.3 127,132
Sugar Cane 2.1 7.1 ' 90.8 44,976
Fruit and Vegetable
That there is a wide variation in the interest rates paid on first
mortgage farm loans in Louisiana is indicated by data found in
Table XXXVI. In the cotton area the rate ranges from 3% per
cent to 8 per cent, with an average rate of 6.6 per cent. With the
exception of the small amount at 3% to,4% per cent, the low rates
have been on Federal Land Bank loans. Most of the 8 per cent
money is obtained from local banks, and individuals. The average
rates in the rice, sugar cane, and fruit and vegetable areas, are
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5.9, 6.6, and 6.6 respectively. This average is practically the same
throughout the State and leads us to conclude that interest rates on
long-term loans have been equalized, over the four areas, the average
for all being 6.4 per cent.
The percentage distribution of second mortgage loans on the
basis of interest rates paid is indicated in Table XXXVII. The
average rate, based on these data, for the cotton belt is 7.6 per
cent, for the rice area, it is 7 per cent, and for the sugar cane area,
it is 7.8 per cent. This gives an average rate for the three areas
of 7.2 per cent on second mortgage loans.
The difference between first and second mortgage rates in the
State, based on the above data, is .8 per cent. This corresponds
very closely to the difference found by Yalgren in 1921, his figure
being .87 per cent.* This report indicated that the high and low
interest rates were 8.63 and 7.73 per cent; since 1920, the average
has decreased to 6.4 per cent for the State. This decline in the
average rate has been brought about to a great extent by the
activities of the Federal Land Bank. This bank had made loans
to Louisiana farmers to the amount of $7,280,465f by the end of
1920, and by December, 1928, its total loans to Louisiana farmers
were $37,540,565.J Most of these loans have been made for 5 and
51/2 per cent. This would bring down the average rate for the State
even though other rates remained where they were in 1920.
Interest rates as reported by twenty-six commercial banks varied
very little from 8 per cent, in 1928. These reports did not show
any marked variation between rates charged on first and second
mortgage loans. Louisiana laws provide for a maximum interest
rate of 8 per cent and this fact probably caused some bias in the
reports from banks. There were a few bankers who reported
interest rates as high as 10 per cent, and some reported 7 per cent
but the prevailing rate was given as 8 per cent.
INTEREST RATES ON INSURANCE COMPANY LOANS
Data are not available for insurance company loans to farmers
in different areas of the State, but from schedules returned by
companies operating in Louisiana, we have information on interest
rates paid on this class of loans for the entire State. Of the
*Valgren, V N. and Englebert, E. E., Farm Mortgage Loans by Banks,
Insurance Companies and other Agencies, Bui. 1047, p. 15
tFifth Report of the Federal Farm Loan Board, p. l\
JTwelfth Report of the Federal Farm Loan Board, p. 11/.
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$7,503,287 loans reported, 62.8 per cent of this amount was bearing
a rate from 5.5 to 5.99 per cent; 12.1 per cent was bearing a rate
from 6 to 6.99 per cent; and the balance was bearing 7 per cent;
$8,920 was not reported. The average rate for the entire amount
of loans is 6.15 per cent. This is .25 of one per cent less than the
average rate on first mortgage loans for the State.
INTEREST RATES ON FEDERAL LAND BANK AND THE FIRST
JOINT-STOCK LAND BANK LOANS
Maximum interest rates on loans made by the Federal Land
Bank and the First Joint-Stock Land Bank are determined by law.
The rate for the Federal Land Bank cannot exceed 6 per cent.
The rate charged is determined by the rate that is borne by the
last bond issue of this institution. If the bonds bear an interest
rate of 4% per cent, the interest rate on loans cannot exceed 5%
per cent. The bond rate plus one per cent equals the maximum
rate that can be charged at that time. The Joint-Stock Land Bank
is regulated in the same way, except that it does not have the
maximum rate of 6 per cent determined.
Farmers, receiving loans from the Federal Land Bank through
the national farm loan associations, find that there are costs in-
volved other than the interest rate. The most important cost item
is preliminary to securing the loan. Every farmer seeking a loan
must furnish a guaranteed title to the land on which he wishes to
give a mortgage as security for the loan. The cost of obtaining
an abstract of title varies for different areas and also varies greatly
between individual farms. This cost is shown in Table XXXIV.
TABLE XXXIV
AVERAGE COST OF OBTAINING ABSTRACTS TO TITLE ON
LOUISIANA FARMS IN FOUR FARMING AREAS AND PER
CENT THIS COST IS OF LOAN. SURVEY, 1928
Per Cent
.
Average Cost AbstractArea Per Farm Cost of
^ . . Average Loan
Cotton $17.00
.8
Rice 24.00
.6
Sugar Cane 21.00
.4
Fruit and Vegetable 12.00 1.1
The data in Table XXXIV are based on estimates made by the
Secretary-Treasurers of forty-six national farm loan associations in
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the State. There is no general agency that serves the farmer in
this respect. Attorneys are accepted who make their charges for
this service comparatively high. Some of the secretary-treasurers
reported charges of 50 dollars per farm for an entire district, others
reported an average of less than ten dollars for the district. With
this wide variation in charges, it appears that some are too high.
A distribution of charges for abstracts is given in Table XXXV.
TABLE XXXV
FREQUENCY DISTRIBUTION OF AVERAGE COSTS FOR
OBTAINING ABSTRACTS ON LOUISIANA FARMS
Cost per Farm Number of Associations
$ 5.00 to $ 9.00 A
10.00 to 14.00 8
15.00 to 19.00 5
20.00 to 24.00 7
25.00 to 29.00 11
30.00 to 34.00 • 2
35.00 to 39.00 - 2
40.00 to 44.00 2
45.00 to 49.00 1
50.00 to 54.00 4
The average charge for abstract work in the state is $18.35 per
farm, which is equal to .7 of one per cent of the average loan in
the State from the national farm loan associations. The four
associations indicating high charges for abstract service are widely
separated and they include 7.1 per cent of the borrowers m the 46
associations and they involve 12.5 per cent of the total loans of
these institutions. In addition to this charge, every
applicant pays
five per cent of the amount loaned for stock in the national
farm
loan association. This is not a cost but an investment. For
the
man who needs the additional 5 per cent it becomes a cost to him
for the time. Of the total number of national farm loan associa-
tions reporting, 80.4 per cent charged 1 per cent which is
permitted
for administration work. Two reported that there were no charges
made for this purpose, and the remainder indicated that they
charged one-half of one per cent for administration
purposes.
When the entire costs are brought together the sum is less than
the interest charged by local banks and as low as any other
lending
agency in the State except a small number of individuals who
lend
at 31/2 to 41/2 per cent interest.
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TABLE XXXVI
AMOUNT OF LOANS AND THE AVERAGE INTEREST RATES
CHARGED BY DIFFERENT AGENCIES ON FARM MORTGAGE
LOANS IN LOUISIANA, 1928
As Re-
Mortgage Farm ported by RangeAgency Debt Survey Institutions PerOutstanding Per Cent Per Cent Cent
Commercial Banks $11,375,610* 7.3 8.4 5-8
Insurance Companies 9,021,000* 6.0 6.1 5y2-7
Federal Land Bank 29,220,000
. 5.8 5.0f 5-6
Joint-Stock Land Bank... 1,160,000 6.0 5y2.6j 5i/2-6
The data found in Table XXXVI give a comparison of the
relative importance of the different long-time lending institutions
as to amount as well as the interest rate charged. Amounts from
the Federal Land Bank and the Joint-Stock Land Bank are given
in round numbers and are based on actual reports, while the
amounts from commercial banks and insurance companies are esti-
mates as already indicated. The interest rates are fairly represen-
tative as is noted when comparing the rates from the different
sources. These rates do not necessarily represent the interest rate
for 1928, except for those rates given from the reports, but repre-
sent rates that have been charged over a period of time. Some of
the loans included in the table were made several years ago, and
this accounts in part for the relatively wide range in rates indi-
cated in the last column of the stable.
The rate charged by the Federal Land Bank was 5y2 per cent
during the years of 1918, 1919, and 1920. It went to 6 per cent
in 1921 and in 1922 it moved back to 5% per cent to remain there
until 1926. For the past two years, it has been at 5 per cent.
Interest rates charged by the Joint-Stock Land Bank have ranged
from 51/4 per cent to 6 per cent, since 1923.
The volume of business which is indicated in Table XXXVI
shows that Louisiana farmers are selecting agencies that can supply
their long-term credit needs at low rates of interest. There is still
an opportunity for savings to be made by shifting some of the
longer term loans which bear a high interest rate to agencies that
maintain a low rate.
tgeport of the Federal Farm Loan Board, 1928, p 123
fReport of the Federal Farm Loan Board, 1928, p 12 3
*Estimated. H
loan«S
1>
i^lfI^di!Vi^Ual loans ^Presented 5.4 per cent of the mortgageans reported by farmers, and the average rate of interest was 7.5%.
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SECTION V.
FARM MORTGAGE CREDIT AND ITS RELATION TO
LAND TENURE
One of the purposes of credit legislation in this
country has
been to help farmers become owners of the land
which they culti-
vate. This purpose has been realized in that
institutions have been
established throughout the country which extend credit to
farmers
and prospective farmers with which to buy lands and
equipment.
These institutions have been used by farmers and at the
present
time credit agencies hold a rather large equity in
the farm lands
of the country. Louisiana has experienced a
gradual growth in
the amount of mortgage debt on the farms of the
state since 1890.
Has this increase in the mortgage debt brought
about a greater
number of farm owner-operators in the state, or has it helped
to
maintain a system of absentee-landlordism and tenant
farming?
The following discussion relates to this question.
Farmers come into possession of land either through a
system
of ownership or a system of tenancy. Ownership
may be acquired
through inheritance, cash purchase, homesteading, or
through some
system of credit. The most common system used is
the farm
mortgage, or a combination of the cash and credit
system. The
common forms of tenantry through which Louisiana
farmers come
into temporary possession of farm lands are; the cash
system, where
a certain number of dollars per acre is paid as rental;
the cropper
system, where the tenant supplies the labor only
and receives half
the crop while the landlord furnishes land
and capital; and the
share system, where a part of the crop, as a third
or a fourth, is
given for the use of the land. We will discuss the mortgage
situa-
tion first, the data for which were obtained from the
Census volumes
and a survey made in Louisiana in 1928.
An examination of Table XXXVII will indicate some of
the
changes that have taken place with respect to
mortgage credit in
Louisiana since 1890.
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TABLE XXXVII
NUMBER OF FARMS, ACRES IN FARMS, PER CENT OF FARMS
MORTGAGED AND PER CENT MORTGAGE DEBT IS OF
TOTAL VALUE, LOUISIANA, 1890-1925f
Per Cent Per Cent FarmNumber Acres Farms Debt is of
Year of Farms in Farms Mortgaged Value of Farm
1890 79,705 3,774,688 3.9 44.1
1900 115,969 4,666,532 16.6 *
1910 120,549 10,439,481 18.6 31.0
1920 135,463 10,019,822 20.6 30.0
1925 132,450 8,837,502 27.5 42.9
There was a marked increase in the number of farms from 1890
to 1920, but the number decreased during the period from 1920 to
1925. The number of acres in farms increased rapidly to 1910,
reaching a maximum acreage of 10,439,481, then decreased to
8,837,502 acres by 1925. This change in the number of farms
and the number of acres in farms has resulted in a smaller size
farm unit. In 1890 the average size of farms in Louisiana was
373.5 acres, and in 1925 it was 66.7 acres.
It is not possible to say whether or not the credit situation
played a part in the reduction of the size of farm. There are prob-
ably several factors that have contributed to this change. In the
first place refrigeration systems made it possible for a large number
of small fruit and vegetable farms to develop since distant markets
were made available for their products. Again, periods of depres-
sion in agriculture seem to have caused a breaking down of the
plantation system in some areas of the State, and the growth of
urban centers has given rise to thousands of small farms in the
near-by areas which supply fresh vegetables and live-stock products
for the urban population.
This change in the physical unit has been accompanied by a
steady increase in the per cent of farms mortgaged, increasing from
3.9 per cent in 1890 to 27.5 per cent in 1925. Column five in
Table XLI shows how the debt value ratio has changed since 1890.
Of the total value of farms mortgaged in 1890, 44.1 per cent was
mortgaged. This decreased to 30 per cent by 1920 and increased
to 42.9 per cent by 1925. The debt value ratio does not necessarily
tU. S. Census, Farm and Homes, 1890 - 1900, 1910, 1920 Vol VCensus of Agriculture, 1925, Part II '
Data not available.
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measure the activities of farm borrowings. Mortgages are out-
standing for long periods and any important change in the general
price level is reflected in land values. Mortgages that were made
prior to 1916 were based on relatively low land values. These same
mortgages represented in 1920 a much smaller percentage of farm
values than they did in 1916. The same is true for mortgages made
from 1917 to 1920, if the debt-value ratio be determined in 1925,
except that the movement was in the opposite direction. The down-
ward swing in land values since 1920 together with an increase in
size of mortgages have caused the debt value ratio to increase.
This increase in the percentage of encumbered farms has not
been accompanied by a corresponding increase in the number of
farm owner-operators. We have already seen that the number of
farms has decreased within the past few years. The amount of
tenancy has been on the increase during this period. In 1890
there were 55.5 per cent of the farms in Louisiana operated by
tenants, and in 1925, the percentage had increased to 60.1.
Less than 6 per cent of the mortgage loans that have been made
in recent years were used to purchase land, while in 1890, 31.98
per cent were used for this purpose.*
The average value per mortgaged farm, the average debt per
mortgaged farm and the owner's equity are indicated in Table
XXXVIII. A per acre basis would serve better for comparative
purposes but due to lapses in the Census materials it is necessary
TABLE XXXVIII
AVERAGE VALUE OF ENCUMBERED FARMS IN LOUISIANA,
AVERAGE AMOUNT OF ENCUMBRANCE AND OWNERS
EQUITY, 1890 TO 1925f
Average Value per Amount of Mortgage Owners Equity
year Encumbered Farm Debt per Farm Per Cent
1890 $5,423.00 $2,392.00 55.9
1910 3,826.00 1,190.00 68.9
1920 6,636.00 1,989.00
70.0
1925 5,446.00 2,336.00
57.1
to work on a per farm basis. The size of the farm mortgage
has
a tendency to increase with the value of farms. For 1920,
the land
values moved up just preceding this date and the amount of mort-
gage had not had time to make the ordinary adjustments.
p. 614, Part 2. Census of Agriculture, 1925,
Part II, p. 989.
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TABLE XXXIX
PERCENTAGE CHANGE IN VALUE OF MORTGAGED FARMS,
AMOUNT OF MORTGAGE DEBT, AND FARMERS EQUITY,
LOUISIANA, 1910 TO 1925. (Based on Census Data)
Change in Total Change in Amount Change in
Value of Mortgaged of Mortgage Debt Farmers' Equity-
Year Farm Per Cent Per Cent Per Cent
1910 273.6 163.5 23.2
1920 137.6 128.9 1.6
1925 -32.2 47.7 -18.4
Marked changes have taken place in the value of mortgaged
farm lands since 1890. During the twenty years prior to 1910,
the value of mortgaged farms increased 273.6 per cent. From
1910 to 1920, these values increased but at a slower rate, the gain
being 137.6 per cent. There was an absolute decrease of 32.2 per
cent from 1920 to 1925. The percentage change in mortgage debt
has been almost as great, while the change in farmers equity has
been relatively small showing a loss from 1920 to 1925 of 18.4 per
cent. These changes are shown in Table XXXIX.
It has already been indicated that farm tenancy has been
increasing along with the increase in number of farm mortgages
in Louisiana. This increase is not altogether due to a lack of credit
facilities. A relatively large number of farmers in the State do
not desire to become farm owners. The negro, as a rule, prefers to
be supervised by the more intelligent farm owner, and some white
farmers prefer to be free from the responsibilities of farm owner-
ship. They prefer the life of a tenant to that of a burdened farm
owner, according to the statements made by them. The tenant
situation in the State is shown in Table XL.
TABLE XL
NUMBER OF FARMS, PER CENT OF FARMS, PER CENT OF
ACREAGE AND PER CENT OF FARM VALUES OPERATED
BY TENANTS IN LOUISIANA, 1890 TO 1925*
Year
1890
Number
of Farms
Operated
by Tenants
30,755
Per Cent
of Farms
Operated
by Tenants
44.4
Per Cent
of Land
Operated
by Tenants
Per Cent Value
of Farms
Operated
by Tenants
1900 67,234 58.0 26.4 29.7
1910 66,607 55.3 25.7 31.0
1920 77,381 57.1 28.6 35.5
1925 79,561 60.1 29.7 35.7
*U. S. Census, 1910, Vol. VI., p. 666; 1920, Vol. V, p. 140-162-147, Census
of Agriculture, 1925, Part II, p. 981.
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It will be noted that not one state was entered in both groups
in Table XLI. Only one state in Group II had as high per cent
farms mortgaged as the lowest per cent of farms mortgaged in
Group I and only four states in Group I had as high per cent
tenancy as the lowest per cent tenancy in Group II.
A similar comparison can be made by examining Table XLII
for the ten parishes that have the highest per cent of farms mort-
gaged and the ten that have the highest per cent farm tenancy.
TABLE XLII
PER CENT OF TENANCY AND PER CENT OF FARMS MORT-
GAGED IN TEN PARISHES WITH 40 PER CENT MORTGAGES
OR ABOVE AND TEN WITH 70 PER CENT TENANCY OR
ABOVE. LOUISIANA, 1925*
Per Cent Per Cent
Parish Farm Mortgage Farm Tenancy
Group I
West Carroll 55.3 70.5
Franklin 54.2 78.8
St. Mary - 47.0 42.7
Jeff. Davis 46.3 59.2
Richland 45.8 83.0
Tensas 43.8 94.5
Vermilion 43.1 48.8
East Carroll 42.2 91.9
Concordia - - 40.8 90.7
Iberville 40.0 47.7
Group II
Madison 29.9 95.3
Tensas 43.8 94.5
East Carroll 42.2 91.9
Concordia 40.8 90.7
Caddo 15.0 84.4
Bichland 45.8 83.0
Morehouse 31.8 80.3
Eed Eiver 37.5 80.1
Franklin 54.2 78.4
Bossier 15.4 76.1
When studying the relationship between farm mortgage and
farm tenancy in the parishes of the State, it will be seen (Table
*Census of Agriculture 1025, Part II, p. 981-997.
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The relationship between the number of farms mortgaged and
the per cent of tenancy for the parishes within the State of Lou-
isiana is not the same as the relationship between these two factors
within the agricultural states of the United States. If we take ten
states with the per cent of mortgaged farms 40 or above and com-
pare these with ten states with the per cent of tenancy 40 or above,
this comparison will show that the states with high percentage of
mortgaged farms tend to have a low percentage of tenancy and
those with high tenancy have a relatively low percentage of mort-
gages. There are many factors that enter to determine the per
cent tenancy and the per cent mortgages in any state, however,
this relationship tends to hold true. A comparison of these twenty
states is made in Table XLI.
TABLE XLI
PER CENT OF TENANCY AND PER CENT OP MORTGAGES ON
FARMS FOR TEN STATES WITH 40 PER CENT OF MORTGAGES
OR ABOVE, AND TEN STATES WITH THE PER CENT OF
TENANCY 40 PER CENT OR ABOVE, 1925f
Per Cent Per Cent
States Mortgage Tenancy-
Group I
South Dakota 62.4 41.5
North Dakota 63.8 34.4
Nebraska 56.5 46.4
Wisconsin 55.9 15.5
Iowa 55.6 44.7
Montana 54.6 21.9
Idaho 54.6 24.4
Colorado 53.1 30.9
Minnesota 48.6 27.1
Kansas 46.5 42.2
Group II
Mississippi 33.1 68.3
S. Carolina 25.9 65.1
Georgia 27.2 63.8
Alabama 29.9 60.7
Texas 33.9 60.4
Louisiana 27.5 60.1
Oklahoma 48.3 58.6
Arkansas 32.9 56.7
N. Carolina 19.3 45.2
Tennessee 20.7 41.0
tCensus of Agriculture 1925, Part III, p. 4-27.
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XLII) that five parishes appear in both groups, with the highest
tenancy as well as the highest per cent of farms mortgaged. A
high per cent of farms mortgaged is accompanied by high percent-
age of tenancy. This relationship is brought out for 1890 and 1925
in the scattergram, Fig. 6. In 1890 there was a slight tendency
for parishes with high per cent of farms mortgaged to have a
relatively small amount of tenancy but the relationship is not very
marked, even though a relatively large per cent of mortgage loans
was used to purchase lands.
A brief survey of the farm population of Louisiana will help to
explain the mortgage-tenancy situation in the State. In 1925,
.there were 39,419 white farm owner-operators and 8,494 negro
owner-operators. These figures show a change since 1890 with
respect to farm owner-operators, when there were 28,749 white
owner-operators and 4,973 negro owner-operators. Tenancy has
changed more than owner-operator figures within this period.
There were 29,648 white tenants and 49,913 negro tenants in 1925
compared with 12,834 white and 27,645 negro tenants in 1890. A
comparison is brought out in Table XLIII of the percentage of
white and negro farmers for 1890 and 1925.
TABLE XLIII
PERCENTAGE OF FARM TENURE BY COLOR IN LOUISIANA
1890 AND 1925f
Per Cent Farms Per Cent Farms
Operated by Owners Operated by Tenants-—
Year Whites Negroes Others* Whites Negroes. Others
1890 36.1 6.2 2.2 16.1 34.7 4.7
1925 27.8 6.4 3.8 22.4 37.7 %
It is shown in Table XLIII that negroes are gradually becom-
ing farm owners and the white owner-operators are decreasing
relatively. The percentage of both white and negro tenants is
increasing. This is not proof that absentee landlordism is gaining
to this extent, as most of the tenants have their landlords on the
same farm with them. However, the foreclosed farms that have
tU. S. Census, Farm and Homes, 1890, p. 567. Census of Agriculture,
"^qSdes mangers, part-owners and men of the red or yellow race.
{Includes with negroes as colored, a very small number.
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been operated by tenants since 1920, in most cases have absentee
landlords. There has been a movement on the part of farm owners
within the past few years to leave the farm and seek work in other
industries. The low returns to agriculture and the attractiveness
of high wages in other industries have caused these owners to rent
their farms. This has been responsible in part for the relative
decrease in owner-operators in the State since the earlier period.
The question of farm mortgages and tenancy has been discussed
for the entire State. We will now deal with the problem as it is
related to special areas of the State. The Census data is used
principally for this discussion.
TABLE XLIV
AMOUNT OF MORTGAGE DEBT PER FARM, PER CENT OF
FARMS MORTGAGED, RATIO OF DEBT TO VALUE AND PER
CENT OF FARM TENANCY FOR FOUR AREAS OF
LOUISIANA, 1920-1925*
1925 Census — 1920 Census —
Average Ratio Per Average Ratio Per
Debt Per Debt Cent Debt Per Debt Cent
per Cent to Ten- per Cent to Ten-
Area Farm Mtg. Value ancy Farm Mtg. Value ancy
Cotton $1,858 26.0 39.0 63.3 $1,396 20.1 29.9 60.5
Rice 4,508 16.0 49.5 48.3 3,407 25.3 29.4 38.1
Sugar Cane... 3,775 19.7 50.8 43.6 2,713 20.3 30.9 50.5
Fruit and
Vegetable... 1,119 23.2 38.6 28.4 961 19.6 31.0 29.4
For State 2,336 27.5 42.9 60.1 1,989 20.5 30.0 57.1
The average loan in each of the areas has increased during the
period from 1920 to 1925. This increase was 17.4 per cent for the
State as a whole. Not only has the average size of the mortgage
loan increased but every area shows an increase in the number of
farms mortgaged, changing from 20.5 per cent in 1920 to 27.5 in
1925, for the State, as is shown in Table XLIV. Attention is
called to the change in the debt-value ratio during this period. The
greatest change took place in the sugar cane area, increasing from
30.9 in 1920 to 50.8 in 1925. For the State the change was from
30 per cent in 1920 to 42.9 per cent in 1925. This change was
~*U S. Census, Census of Agriculture, 1925, Part II, p. 598-607. Vol. VI,
Part IT, p. 598-601, 614-616, 1920.
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brought about in part by the decrease in land value since 1920.
Mortgages that represented only 30 per cent of the farm values in
1920 would represent a much higher proportion of the value in
1925 due to this decrease in farm values, and too, as is indicated
in Table XLIV, the size of the mortgage has increased. Along
with this increase in the size of the mortgage, number of farms
mortgaged, and increase in debt-value ratio, the per cent of tenant
farms has been slowly moving upward, changing from 57.1 per
cent in 1920 to 60.1 per cent in 1925.
The survey data for 1928 show that these movements are still
in the upward direction, with the exception of farm tenancy. This
apparently has remained about constant since 1925. The average
loans on farm mortgages have increased considerably. Survey data
indicate that the average loan in the cotton area since 1925 is
$2,745.00; in the rice area $7,351; in the sugar area $8,323; in
the fruit and vegetable area, $746 ; and for the four areas com-
bined, $6,226.00. The loans indicated here are perhaps a little high
as there were a few very large loans included in these data that
tend to exaggerate the average size. The average is above that of
1925 when the median is used rather than the arithmetic average.
These data support the belief that the size of the mortgage has
increased since 1925. Other evidence that supports the data for
1928 is found in the activities of the Federal Land Bank and the
First Joint-Stock Land Bank. The loans of these institutions
have increased 45.9 per cent since the beginning of 1925. These
loans have increased in size sufficiently to cause an increase in
the size of the average loan outstanding in 1928.
The fruit and vegetable area has experienced some good years
since 1925 and has been able to reduce the mortgage debt. This
condition is reflected in the amount of tenancy for the area. When
the cropper is excluded, representing 9.4 per cent of the farmers
of the area, tenancy is decreasing in the four fruit and vegetable
parishes. The greatest gain in tenancy is in the cane area where
the size of the average mortgage is increasing fastest.
THE PART CREDIT HAS PLAYED IN FARM OWNERSHIP
Survey data indicate that credit has been an important factor
in helping farmers to become owners of the farms they operate.
82
TABLE XLV
METHODS OF ACQUIRING FARMS BY 535 FARM OWNER-
OPERATORS IN LOUISIANA. SURVEY 1928
Methods Used Per Cent of Total
Cash (100 per cent) 30.0
Credit (100 per cent) 21.4
Part cash, part credit 42.4
Inherited 6 -°
Homesteading - -8
Out of a total of 535 farm owner-operators interviewed, 36.2
per cent acquired their farms without the use of credit. Six per
cent inherited their farms and 0.2 of one per cent acquired their
farms through homesteading. The remaining 63.8 per cent used
mortgage credit and of this number, 21.4 per cent used the mort-
gage to the extent of 100 per cent. The farms that were sold for
part cash, and a mortgage accepted for the balance, represented
42.4 per cent of the total. There is no standardized method of
paying for farms when they are sold on credit. The down payment
ranges from 100 dollars to 50 per cent of the value of the farm.
The term of the mortgage varies from person to person. The usual
practice is to pay a small cash payment and give a mortgage to
cover the balance usually within three to five years, accompanied
by notes that are to be paid annually, until the balance is paid.
TENANCY A STEPPING STONE TO FARM OWNERSHIP
Of the 535 farm owners interviewed, 19.4 per cent had bee:
farm tenants at some time prior to becoming farm owners. These
men remained tenants on an average of 7.4 years.
:
TABLE XLVI
DISTRIBUTION OF FARM OWNERS ON THE BASIS OF THE
NUMBER OF YEARS THEY SERVED AS TENANT FARMERS
PRIOR TO FARM OWNERSHIP. SURVEY 1928
Years ^ Ce^ of Total
1-3 years
4-7 years
8-11 years -
12-15 years T 3 -8
16-19 years ^
20-23 years 8 -6
24-27 years L0
28-31 years !-9
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Of the present owners who were once farm tenants, 33.7 per cent
became owners between 1 and 3 years after becoming a tenant,
27.9 per cent attained the status of farm owner 4 to 7 years after
becoming a tenant, and 22.1 per cent worked as tenants from 8
to 11 years before reaching the status of farm owner. There is
little probability of a farmer becoming a farm owner after he has
farmed as a tenant for eleven years. For those who move from
the status of a farm tenant to that of a farmowner, tenancy is a
rung in the agricultural ladder, but this number represents only
about one-third of the farm owners.
That tenancy is not a rung in the ladder for most Louisiana
farmers is evidenced by Table XLVII.
TABLE XLVII
PERCENTAGE DISTRIBUTION OF LOUISIANA'S FARM TENANTS
ON THE BASIS OF THE NUMBER OF YEARS A TENANT.
SURVEY 1928
Per Cent in Number
Years Each Class Reporting
1-3 8.4 23
4-7 9.1 25
8-11
_ 9.5 26
12-15 9.1 25
16-19 2.9 8
20-23 4.4 12
24-27
_ 3.3 9
28-31 1.1 3
31 and over 1.1 3
For life „ 51.1 140
The tenants included in the survey number 274 and 27 per
cent of these have been tenants for a period of less than 11 years.
The data in the preceding table, Table XLVI, indicated that only
17 per cent of farm owners who were once tenants became owners
after 11 years experience as a tenant. This leads to the conclusion
that a very small number of tenants in Louisiana at the present
time will ever become farm owners, assuming that it will be as
difficult to become a farm owner in the future as it has in the past.
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Over 50 per cent of the tenants reporting indicated that they had
been tenants all their lives. This is a rather indefinite statement
but it practically means that these men grew up as sons of tenants,
and they have remained tenants. There is a definite tenant class
in Louisiana that is propagated by this group and others that report
that they have been tenants all their lives. If cropper tenants were
included in this phase of this study it would be more evident that
there is a permanent tenant class. This class is composed of both
whites and negroes. The average number of years the tenant
farmer in the cotton area has been a tenant is 11.7, in the rice area
it is 12.2 years, in the cane area it is 12.3 years and in the fruit
and vegetable area the average number of years tenant farmers
have been in this status is 10.6.
These tenants report that 7.7 per cent have at some time in
the past owned farms, which were given up for various reasons.
The most common reason was that they were closed out because
they could not pay their debts. Others reported that sickness caused
them to lose the farm and still others indicated that they moved in
order to get out of the overflow district. The great majority,
however, lost their farms due to inefficiency. Close supervision is
necessary for these people if they are to make a living on the farm.
It has been pointed out in the preceding pages that the number
of farms, and the number of acres in farms have increased from
1890 to 1920, but decreased from 1920 to 1925. The percentage of
mortgaged farms and the percentage of tenancy have increased
throughout this period. So far as the relationship between the
number of farm mortgages and the percentage of farm tenancy,
there apparently is little. In Louisiana, the greater the percentage
of farm mortgages the greater the percentage of tenancy. How-
ever, the farm mortgage has been an important factor in farm
ownership in the State, since more than 60 per cent of the present
farm owners indicated that they used the mortgage for all or a
part of the purchase price. On the other hand, tenancy has been
an insignificant factor towards farm ownership. The State has a
permanent class of tenants, and it is believed that improved credit
facilities will have little effect on this class.
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SECTION VI.
THE LOUISIANA FARMER—A CREDIT RISK
Loans, when repaid must come out of the earnings of some one.
The basis for making loans, whether for short or for long periods
can be reduced to
: first the ability of the borrower to use the loan
efficiently; second, the moral character of the individual borrower,
and his willingness and habit of meeting obligations promptly. It is
essential that the borrower and lender come to a definite agreement
and understanding as to the conditions of the loan, how and when
it is to be repaid. Only those loans that have a sound purpose
should be requested or granted. A large portion of the loans that
are made to Louisiana farmers are made on the basis of some kind
of collateral but in reality this is a mere form in most instances
and the true basis for the loan rests on the moral character of the
borrower.
There are two classes of farmers receiving credit from Louisiana
lending agencies. The first class consists of those who have some
form of property that can be used as security for a loan and the
second class, of those who have only their signature to offer. The
second class includes a great many of the tenant farmers, and the
inefficient farm owners who have gone so deeply in debt that their
equity in the farms is practically zero. For the first class of farm-
ers mentioned the risk involved in lending to them is not great for
they are in a position to secure the creditor but for the latter class
the risk is such that it presents a problem for both lending agencies
and society as a whole. For the lending agency, it is a problem
of determining how much to advance and at what price, so that
the losses can be offset by the unusual gains and at the same time
the business in question can be kept in a solvent condition. For
society, it is a question of philanthrophy on one hand and the
question of sound business practice on the other. To follow sound
business practices, would cause many to suffer for lack of capital,
which in turn would mean a lowering of standards for individuals
of the community, and to practice a form of philanthropy, would
likely result in heavier burdens for the group and thereby lowering
the productive powers of all.
According to the Agricultural Census of 1925, there were
52,386 farm owner-operators in the State whose total farm holdings
were valued at $164,393,120, with a reported farm mortgage in-
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debtedness of $30,270,230. In addition to the farm owners there
were 79,561 farm tenants, 34,074 of these were classed as croppers.
Therefore, to speak of the Louisiana farmer as a credit risk is a
very indefinite concept. However, most credit agencies of the
State
carry accounts for individuals from each of the groups and this
makes it possible for us to deal with credit risk of all farmers using
credit rather than with classes of farmers.
FARM INCOMES IN LOUISIANA
The cash receipts from the sale of farm products are used by
farmers in the end to pay for goods and services they have received,
and to this extent, the amount of cash income is a measure of
ability to pay. The cash receipts from the sale of the leading farm
products during the year of 1928 are shown in Table XLVIII. As
long as these receipts are larger than the cash expenditures
that
are necessary to bring in this gross income, the farmer is at
least
able to make payments on his debts.
TABLE XLVIII
ESTIMATES OF FARM VALUES OF VARIOUS CROPS GROWN IN
LOUISIANA BASED ON DECEMBER 1 PRICES FOR THE
YEARS 1920 TO 1928$
(In 1,000 dollars)
Fruits
rnttnn Susar Straw- Vege- and
Year (lint) Cane Rice berries
tables* Nuts
1920 27,524 16,300 27,720 3,816
1921 20,914 20,936 14,861 4,544
1922 41,193 28,900 17,782 3,795
1923 55,734 30,112 17,743 4,664
1924 55,177 12,756 20,705 4,829 4,115
587
1925 82,397 14,914 21,908 3,412 4,852
713
1926 45,595 6,551 17,096 7,243 9,437
094
1927 52,608 7,523 17,400 3,844 8,923
1,021
1928 61,308 12,509 16,553 7,609 7,565 ^
1,384
The single crop system that is in operation in most sections
of
Louisiana tends to increase the risk creditors assume for
particular
years. Very few of the crops that are produced in the
State are
produced in sufficient quantities to influence the market
price for
these commodities. A flood may destroy 80 percent of the cotton
crop of the State without influencing to any great
extent the price
^ala" supplied by the U. *. Department of Agriculture, New
Orleans
^^^^^J^^^^ White *>0tat0eS and VeSetabl6S
grown for commercial purposes.
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that would be received for the remaining 20 percent. Louisiana
contributes only three or four percent of the cotton that is produced
in the South and in the world market her supply of cotton is almost
negligible. Thus the person who depends upon cotton for the sole
cash income may experience low prices with low yields or high
prices with high yields. In other words, when production in Lou-
isiana is cut down the price does not increase in proportion to off-
set the loss in yield. The sugar planter experiences the same thing
as the cotton farmers with respect to this problem. While Louisi-
ana produces practically all the cane sugar in this country, this
production is insignificant compared to the amount of sugar that
is imported annually. A disease or some other factor damaging to
the cane crop reduces yields and causes much discomfort to the
sugar cane grower, and the persons who advanced credit for the
production of the crop. The same proposition holds true for the
Louisiana rice grower. A low yield does not mean a high price,
provided other producing areas do not experience low yields also.
A diversification of crops in these different areas would reduce the
credit risk to some degree. St. Landry parish is a good example
of diversification and apparently the risk of complete crop failure
is at a minimum in this parish. The cash receipts and the sources
of these are given in Table XLIX for St. Landry for the year of
1928.
TABLE XLIX
CROP SALES FOR ST. LANDRY PARISH FOR THE YEAR
ENDING DECEMBER 31, 1928*
on ,nn rr°
di
y
eS Cash
39,400 bales of cotton $3,152,000
100 car loads of sweet potatoes 500,000
90,000 bags of rice 360 000
110,000 heads of poultry 110,000
200,000 gallons of syrup 100,000
300,000 dozens of eggs
; 90 000
30 car loads of pecans 75 000
40 cars of hogs 66
'
000
214,000 pounds of cream 85,000
27 cars of livestock 35 ooo
17 cars of soy bean seed 25,000
150 cars of cabbage 21 000
35 cars of Irish potatoes 21,000
*Data supplied by the county agricultural agent for St. Landry parish.
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St. Landry parish is located in the south
central part of Lou-
isiana and is well adapted to a diversified program.
Its land area
is approximately 616,960 acres and 43 per
cent of this acreage is
in farms. The agricultural leadership in this
parish is first class
and farmers are making this area stand out as
one of the most
attractive and progressive agricultural parishes of the
State.
If we compare the above parish with some of
the parishes that
are not so well adapted to, or have not adopted
a diversified pro-
gram, we will find that the hazards are
much greater in the one-
crop system. For purposes of comparison,
we will take Jefferson
Davis parish with 82 per cent of its crop
lands in rice, Richland,
with 76 per cent of its crop land in cotton,
and St. James, with
47 per cent of the farm lands in sugar cane.t
The crop failures
in these parishes for the same year were
as follows : Jefferson Davis
7 2 per cent ; Richland, 10.4 per cent; St.
James, 4.9 per cent; and
St Landry, 3.8 per cent.J Apparently
there is no relationship
between the percentage of farms mortgaged
and the per cent
operated by tenants in the single cropping
area and m the diversi-
fied areas, since St. Landry has a relatively
high per cent ot
tenancy and mortgages and the other parishes
vary above and below
St. Landry in this respect.
Merchants and some other lending agencies are
more or less
responsible for the maintenance of the single
crop system. They
practically demand that certain crops be planted
and tins is the
cash crop of the area. The tenant that depends
upon credit which
is secured by a crop lien has no choice
as to the crops to be planted.
It is a matter of planting the main cash
crop of the community
or there will be no credit granted.
Time is slowly changing this
policy however, and in some parishes of
Louisiana agriculture is
becoming more diversified. Census data
show that there has been
a relatively large increase in the
number of acres planted to fruits
and vegetables, and soy beans in recent
years.
"^uTsiana Clrcuto 19,,-FjJt I, ^"^"^ those lands troa
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TABLE L
BANKRUPTCIES AMONG FARMERS AND PER CENT FARM
CASES ARE OF ALL BANKRUPTCIES IN LOUISIANA FROM
JUNE 30, 1924 TO JUNE 30, 1928t
Per Cent Farm
Number of Cases are of
Year Total Cases Farm Cases Total Cases
1921 114 12 10.5
1922 219 32 14.6
1923 423 129 30.5
1924 488 171 35.0
1925 362 77 21.3
1926 473 159 33.6
1927 471 119 25.3
1928 481 93 19.3
Total 3,031 792 26.1
A comparison of bankruptcies of farmers with other bankrupt-
cies is made in Table L. During the eight year period from 1921
to the middle of 1928 there had been 3,031 cases of bankruptcies
reported, of this number 792 were farm cases, or 26.1 per cent of
the total. Probably there were more failures in farming than are
indicated by these figures because so many farm failures or fore-
closures are made without legal procedure and this makes it possible
for transfers of property to be made without being listed as fore-
closures. The above data serve as a basis for comparing farmers
with all other business men with respect to credit risk but do not
help to compare farmers with any other particular group of busi-
ness men.
The amount of losses that credit agencies experience by advanc-
ing farm credits is a possible way of checking on the risk involved.
Reports from thirty-eight merchants indicated that 72.3 per cent
of their total sales were to farmers and that 91.3 per cent of the
credit extended was to farm customers. These merchants have
been in the same business for an average of 13.43 years and this
indicates that merchants who are conservative and conduct their
business on a strictly business basis, have little fear of failure due
to farm credits. These merchants have been in business from four
to forty-four years and have been financing farmers for this period.
JYear Book of the U. S. D. A., 1924, p. 1130 and 1928, p. 1065.
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Most of them report that their business is about the same as it has
been over a long period. It was suggested in a preceding section
that merchants assume risks that other credit granting institutions
would not, by extending credit to persons who do not show much
promise of paying the debt in the future. This practice increases
the risk of farm credit to that extent. The amount of bad debts
for merchants reporting was $109,551 in 1928 which represented
7.2 per cent of their total sales for the year. Some of this loss was
due to sales made several years back and does not represent one
year's business losses. A study made by Mr. Morehead in 1-926 of
89 merchants granting credit to farmers indicated that losses from
uncollectable accounts amounted to 3.5 per cent of total accounts
for hardware stores and 7 per cent for rice warehouses, the average
for general merchandise, grocery and feed, and hardware and imple-
ment stores being 4.8 per cent of the accounts.*
Other costs of doing a credit business with farmers as indicated
by the survey of 1928, amounted to 2.7 per cent of the total
sales
to farmers. This item when combined with bad debts represents
9.9 per cent of the business done with farmers and must be regained
in some way. It is usually compensated by higher prices for
the
services and this results in the expensive merchant credit that has
prevailed in the State.
The losses experienced by commercial banks are very slight
according to reports made by the bankers. In the first place they
eliminate the greater risks by refusing to grant credit, and those
farmers who do not have a high credit rating must put up collateral
to cover any loan that is obtained. The Intermediate Credit Bank
advanced approximately 21 millions of dollars to farmers through
their agents from 1924 to the end of 1928 and the losses that were
experienced by this institution have been less than one per cent.
(.0099)
Long-term credit has been granted to Louisiana farmers by
banks with relatively little loss. The banks cooperating in this
study reported that their losses during 1928 due to bad loans
to
farmers were practically nil. Eleven foreclosures were
reported
which involved 1.2 per cent of the total farm mortgage loans out-
standing, but these foreclosures were handled without a loss to
the
Morehead, S. D., Merchant Credit to Farmers in Louisiana, p. 41.
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bank. A number of banks reported that they have never foreclosed
on a farm mortgage.
The Federal Land Bank and the First Joint-Stock Land Bank
have made a number of foreclosures on Louisiana farm mortgages
within the past few years, but this is mainly due to the legal
requirements forcing amortization collections when the farmer is
not in a position to raise the money with which to pay. According
to the report of the Federal Farm Loan Board, the Bank pf the
fifth district which comprises Mississippi, Alabama, and Louisiana,
instituted 6,951 foreclosures from date of organization to December
31, 1928. Of this number, 5,518 were dismissed, 49 were pending,
249 ended by purchases of land by third parties, and 1,135 farms
were acquired outright. The total gains in connection with lands
disposed of were $105,117 and the total losses were $6,405. The
First Joint-Stock Land Bank reported no foreclosures for 1928,
but the delinquent amortization installments on December 31, 1928
amounted to $6,956. The most of this was delinquent for 30 days.
The losses experienced by insurance companies on farm loans
in Louisiana were less than $2,500 during 1928 according to the
report of those cooperating in this study. Only six foreclosures
were instituted and this involved a very small per cent of the total
farm loans in the State. The losses amounted to .02 of one per
cent of the farm loans they held in Louisiana.
The attitude of farmers toward credit institutions that serve
them is a factor in their willingness to pay their debts. The ques-
tion, "Do you believe that the credit facilities are adequate to meet
the needs of Louisiana farmers?" was asked each farmer who con-
tributed this information. Seventy per cent of the owner-operators
and 76.8 per cent of the tenants answered the question in the
affirmative. The criticism from most of these was that credit was
too easy for most farmers and as a result, both farmer and creditor
suffered. Those who felt that credit facilities were not adequate,
were usually men who were unable to secure credit due to their
past records. As long as credit can be obtained from the agency
that is preferred, the farmer apparently is contented. The prefer-
ence of Louisiana farmers for the different sources of credit is given
in Table LI.
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TABLE LI
PERCENTAGE DISTRIBUTION OF FARMERS IN LOUISIANA ON
THE BASIS OF PREFERENCE FOR CREDIT AGENCIES.
SURVEY 1928
Per Cent Per Cent
Credit Agency Owner-Operators Tenant-Operators
Banks 53.8 28.9
Merchants 15.7 23.2
Individuals 4.5 4.9
Credit Corporation 19.1 6.7
Landlord 26 -6
Other Sources 2.2
No Preference 4.7 9.7
Total 535 274
In the above table it is shown that farmers have their preference
for the different agencies and they use those which they prefer in
most cases. A few farmers indicated that they were not able to
use bank credit but preferred it to the expensive merchant credit
which they could get. The dependence of the tenant farmer upon
the landlord is indicated in the above table. Twenty-six per cent
preferred the landlord to any other source. This is perhaps the
best source for them since the landlord more than any one else can
determine how much credit can be effectively used by the tenant.
In order to find out what merchants and bankers thought about
farmers as credit customers, they, too, were asked to answer specific
questions. In answer to the question, "Are farmers as good a credit
risk as other customers?" 76.3 per cent of the merchants answered
yes, 16 per cent answered no, and the remainder would not express
themselves. Those who answered in the negative indicated they
thought that the farmers were as good moral risk but due to the
farm hazards they were not in a position to pay their bills as
promptly as the person on a salary or with a steady income. All
bankers indicated that they sought the farmer's business and that
their loans were just as secure with the farmers as with others,
however, bankers as a rule are more conservative than merchants
in making loans.
While there is no definite measure that can be applied to deter-
mine the risk involved in extending credit to farmers, with the
exception of a small group of insolvent farmers, as was mentioned
on page 85 the risk is not sufficient to discourage credit
agencies
from seeking the farmers business.
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SECTION VII.
SUMMARY AND CONCLUSIONS
Louisiana farmers need and are using the three types of credit,
short-term, intermediate and long-term credits. Short term credit
is needed in harvesting and marketing crops, and for other pur-
poses. Intermediate credit is needed to finance the operating ex-
penditures which necessarily must be made during the early pro-
duction period of the crop season and to take care of the expenses
of making improvements, as well as to assist in meeting expenses
that are involved in livestock farming. Long term credit finds an
important place in assisting farmers in becoming farm owners, in
helping them to maintain the status of farm ownership by convert-
ing short-term loans into the long-term loan that can be repaid by
the amortization plan from the proceeds of the farm, and to make
permanent improvements on the farm that result in more efficient
farm operations.
These various types of loans have been supplied by different
agencies, some overlapping of services of such agencies. Primarily,
the short-term loans have been supplied by local banks, merchants,
landlords or individuals and farm associations. The middle-term
loans have been made by the same agencies, and also, since 1924,
by the Federal Intermediate Credit Bank of New Orleans. Long-
term loans have been supplied, mainly by the Federal Land Bank,
the First Joint-Stock Land Bank of New Orleans, life insurance
companies and commercial banks.
It has been seen in the analysis presented, that the amounts of
personal and collateral loans used by Louisiana farmers vary for
different types of farming. This class of loans was most important
in the sugar cane section where the average amount per farm for
farmers using credit was $6,288 for owner-operators and $831 for
tenants, as compared with $614 for farm owner-operators, and $313
for tenants in the cotton area. Retail merchants, local banks and
farm associations are the most important agencies supplying this
class of credit, and all of these have an important place in the
credit systems in different areas of the State. These institutions
in providing credit, are rendering valuable services to agriculture
but at the same time There are certain weaknesses that must not
be overlooked.
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There were 231 commercial banks operating in the State at the
beginning of 1928, with resources of over 526 millions of dollars.
Generally speaking, these institutions are managed in an efficient
manner, and are of great assistance to farmers, not only by supply-
ing credit, but also by influencing some of the farmers' business
practices. In some cases bankers supervise certain farm activities
of borrowers. Farmers will find it helpful to avail themselves
of
such aid. However, there should be close cooperation between
bankers, farmers and farm demonstrators from the Agricultural
Extension Division in order that such program of activity may fit
the needs of the situation. With the scientific information fur-
nished by the extension worker, the experiences of the successful
banker and with the brains and brawn of the farmer, the farm
operations can be put on a more efficient basis.
Apparently banks have been conservative in their lending poli-
cies and few losses have occurred, even though a large percentage
of the farmers reported that they obtained loans that were without
specific security. If the practice of advancing loans on single name
paper were restricted, the risk would be less and there would be
less necessity for banks collecting interest in advance, and requiring
bank balances to be maintained when farmers need the entire loan
to pay operating expenses on the farm. Both of the above practices
result in higher costs to the farmer and the latter encourages a
larger loan than is actually necessary for the person who borrows
under such circumstances. While interest rates of ten and twelve
per cent are lower than those charged by merchants in most
in-
stances, it seems that an interest rate which exceeds the legal rate
of eight per cent is likely to place a hardship on farmers because
many farmers are unable to make such returns on their investment.
The more conservative farmer will not borrow money if he sees that
the interest rate is so high that there is no chance of profits for him.
Thus the high rates tend to discourage some loans that could be
used to an advantage on the farm. As a result, both farmers
and
bankers operate on smaller volumes of business.
The survey data indicate that banks in all sections of the State
have adjusted the period of short-term loans to meet the time re-
quirements of agriculture for such loans.
Much discussion is to be found on the evils of merchant credit
in the South. While there is no real evidence in support of
the
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merchant credit system as it now operates, it seems that it will
continue to have an important place until farmers change their
methods and practices to the extent that specialized credit institu-
tions can afford to assume the risks that are now borne by mer-
chants.
There is much room for improvement in the system as it now
operates. In the first place, merchants would find it advantageous
to limit their accounts to good risks. Every account that is opened
should be secured in such a way that losses through failure to
collect accounts are reduced to the smallest amount possible. This
practice would permit the services of merchants to be rendered for
a price more nearly comparable to that charged by other agencies.
Merchant credit in Louisiana is becoming less important. Many
merchants, who a few years ago were in the farm credit business,
are now operating on a strictly cash basis. They have found that
losses due to uncollected accounts were sufficiently large practically
to balance the gains that accrued from the credit business. The
fact that a number of the old line supply merchants have changed
their policies, has caused an apparent increase in merchant credit
throughout the State when a study is made of merchants who still
extend credit to farmers. Survey data made it appear that mer-
chant credit was on the increase in the State because only those
merchants who were doing a credit business made reports. The
belief that merchant credit is really becoming less important is
supported also by the conclusions drawn by Professor Morehead
from his study of merchant credit to farmers in Louisiana.*
The work of agricultural credit corporations, and farm associa-
tions in some sections is making it possible for merchants to dis-
continue the extension of credit to farmers. These institutions
supply the farmers with cash, making it possible for them to pay
the merchant for farm supplies at the time they are purchased.
This arrangement improves conditions for all parties concerned,
and further developments in this direction would be of advantage.
Merchants are not functioning primarily as credit agents, their
business is to buy and sell commodities. They cannot compete on
equal terms with specialized credit agencies, consequently, merchant
credit is the most expensive type used by farmers.f
*Morehead, S. D., Merchant Credit to Farmers in Louisiana. 1929, p. 76.TSee Table XXX, page 63.
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Those farmers who are able to obtain loans at relatively low
rates of interest from banks or other institutions will find it to
their advantage to nse this credit and pay cash at the store. The
merchants in most cases will welcome any system that will help
farmers to get on a cash basis at the store.
Farm associations in the fruit and vegetable area are performing
a service that means much to the poorer class of farmers of the
area. Without these agencies, many farmers would necessarily go
without credit aid throughout the year. Charges made by these
associations for credit are relatively low where the loan is used for
nine or ten months. The greatest complaint on the part of farmers
was that a three months loan cost as much as the loans that ran
for the year.
A bad practice exists among the managers of some of these
associations in granting loans on the basis of what the competing
association proposes to do for farmers, rather than on the basis
of the farmers' ability to use the loan profitably. This type of
competition between association managers at times causes too large
loans to be made and results in wasteful practices on the part of
the less prudent farmers.
To be of the greatest benefit to farmers, these associations must
serve them according to their needs, and these should be based on
sound business principles. The practice of charging farmers in-
terest on funds from September to the date of harvest when these
funds are used only three and four months works a hardship on
the farmers and can be remedied by the association managers by
providing for this cash at the time farmers need it rather than
securing sufficient funds at the beginning of the season to meet
the
needs throughout the year. This would necessitate monthly
bor-
rowings by the associations but at the same time it would make it
easy and without loss to charge the farmer for his credit on
the
basis of the time the loan runs. Should the farmer demand the
right to draw on the association at will, the above suggestions
would
not apply.
The long-term credit problem is well taken care of by the
Federal Land Bank, and other agencies operating in the State. The
interest charge as well as the term of loan is satisfactory
to those
who are using this type of credit. These institutions are serving
primarily farmers who own farm lands. They have not helped very
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many tenant farmers to become farm owners. In most cases loans
from these agencies do not exceed forty or forty-five per cent of
the value of the property that is accepted as security. If a person
wishes to become a farm owner, he must have at least fifty per cent
of the value of the farm or be able to find someone who will accept
a second mortgage, and few lending agencies will advance as much
on a second mortgage as was extended on a first mortgage. This
condition makes it very difficult for men of ability but who have
only a small amount of capital to become farm owners.
There seems to be a place for a specialized institution to handle
second mortgages on farms for worthy persons who desire to buy
farms. With a conservative policy of appraisals, a system might
be established whereby bonds issued on second mortgages could be
marketed to finance this activity. Interest rates necessarily would
be higher than rates on first mortgages due to the greater risks,
and the administration of such a system would need to be of the
most conservative nature. Possibly such a system could be estab-
lished by legislation as an institution subsidiary to the Federal Land
Bank.
The functioning of the Federal Farm Loan System through
national farm loan associations is apparently efficient. However,
in Louisiana there are too many associations. A consolidation of
the smaller units wherever it is possible is desirable. The volume
of business that is done by many of the national farm loan associa-
tions is too small to justify the employment of a secretary who is
capable of managing the affairs of the association to the best in-
terest of the system and the community. Either consolidation
should take place or a further educational campaign should be made
to teach farmers who are now carrying the mortgages that have a
high interest rate, the advantages of converting these loans to long-
term loans with the Federal Land Bank.
There is also room for improvement in the work of obtaining
abstracts to land titles. The variation in costs from community
to community is too great, and measures should be adopted by the
national farm loan associations to standardize these costs as nearly
as conditions will permit.
Farmers who require large loans find them available at the First
Joint-Stock Land Bank. The average loans for this institution at
the close of 1928 amounted to $19,320 as compared with the average
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loan of $2,482 from the Federal Land Bank. The cost of securing
loans from the Joint-Stock Land Bank is approximately the same
as that for the Federal Land Bank loans and the conditions under
which loans are secured involve even less preliminary action on the
part of the borrower. However, this institution is serving a rela-
tively small number of farmers in Louisiana.
Insurance companies have sought the larger loans, and have
rendered an important service in financing agriculture. Their
loans are made for convenient terms, and at a low rate of interest.
The tendency at present appears to be for insurance companies to
withdraw from the field of farm mortgage investments, as their
loans are actually decreasing throughout the country and in
Louisiana.*
The amount of farm mortgage paper held by commercial banks
in Louisiana is declining. It was estimated as already indicated
that these loans amounted to 26.7 millions of dollars in 1920. The
estimate for 1928, based on survey data, was approximately eleven
millions of dollars. This difference is accounted for by the fact
that many of the loans that were outstanding in 1920 have been
paid, and of those that have not been paid, a large amount has
been converted to the long-term mortgage loan with the Federal
Land Banks. Most of the loans that have been made by the Federal
Land Bank and the Joint-Stock Land Bank have been used to pay
off mortgages and other debts.f
Commercial banks fill an important place in the mortgage credit
system of Louisiana. Farmers who desire mortgage loans for
periods of less than five years will find it to their advantage to
secure these loans from the local bank. Interest rates are higher,
ranging from eight to ten per cent as compared with five or six per
cent with the other agencies mentioned above, but the difference in
rates is offset by the difference in time the loans run, unless farmers
borrow with the intention of paying the loan within a short term.
This is contrary to the spirit of the ruling which permits loans to
be paid early with a penalty attached.
While there are certain defects in the credit system for which
the institutions are more or less responsible, at the same
time
farmers also are responsible for these defects. Farmers, for the most
*See Table VI, p. 21. rr rrr
tfeee Tables XXV- and XXVI, pp. 55-57.
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part, have not employed proper business methods and practices on
the farm. Many lack a good knowledge of their own business as
is evidenced by their failure to keep simple records which would be
of great assistance in planning the farm enterprises. Again, there
is a tendency for farmers to seek loans when there are no provisions
made to repay the loans. As a result, debts are not paid promptly,
and in some cases not at all. Any group of people who wish to
maintain a high credit rating must meet debts promptly when due.
Farmers could easily make their credit obligations such that there
will be some salable products from the farm at the time an interest
payment or the principal is due. This would mean greater diversi-
fication on most farms, and the practice of thrift by farmers who
use credit.
Tenant farmers in particular need to improve their credit stand-
ing. It has been pointed out already that the amount of credit per
tenant farmer is relatively small, but this small amount of credit
costs them a great deal, because only the higher priced credit is
available for them. During good years, tenant farmers usually
have the opportunity of accumulating some cash that could be used
during poor years. If this is properly handled, it is possible for
them to get on a cash basis, and in this way establish a higher
credit rating to help them when credit is really needed.
There are communities in Louisiana that need the services of
additional institutions or better service from existing institutions.
These communities are composed of small land owners and tenants.
In these communities it is important that thrift be encouraged but
existing agencies have done very little to encourage saving. In some
cases their influence has been in the opposite direction.
The "credit union" provided for by the State Legislature in
1924 is recommended for these communities, not for the sake of
additional lending power, but for the influence these institutions
would have on the members in encouraging thrift. Thrift plus
sound business methods on the farm cannot be over emphasized, if
Louisiana's tenant farmers and small land owners are to place
themselves on the same footing as other farmers.
SUMMARY OF SUGGESTED IMPROVEMENTS
1. Economic conditions in Louisiana farm communities would
be improved if all credit institutions were to abolish the practice
of granting credit without security.
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2. While the existing institutions are supplying ample credit
to farmers who are in a position to- obtain credit, there are many
farmers who are unable to negotiate loans, and this condition, in
cases, is brought about by circumstances over which the farmer
has no control. Therefore, in small communities where the farmers
are predominantly tenants and small owner-operators, credit unions,
organized under the act of 1924, may be advantageous.
3. Small, inefficient national farm loan associations can be
consolidated, to an advantage, where it is possible, and competent
secretary-treasurers employed.
4. Merchant credit as supplied at present, is too expensive and,
wherever conditions are suitable, farmers will find it advantageous
to borrow cash from the bank or other institutions at the prevailing
rate of interest and eliminate store credit.
5. Merchants can encourage cash business by making a differ-
ence between cash and credit prices and advertising to the farm
group that this difference exists.
6. Apparently there is a distinct place for more agricultural
credit corporations in the State and farmers can take advantage of
this source of intermediate credit at reasonable rates by establishing
a closer cooperation among themselves and between the farmers and
the financial agencies.
7. Farmers will find it advantageous to insist upon a closer
cooperation between bankers, extension workers and farmers, so
that information and advice received from these agencies may be
the best available, and may find more general application in our
farm practice.
8. It would be highly desirable if the State Banking Depart-
ment would segregate bank loans according to purpose and make
this a part of the biennial report. This would assist much in
analyzing the credit problems of the State.
The principal objects of this study have been to analyze the
agricultural credit situation in Louisiana and to lay the ground
work for further research studies which can take up specific
prob-
lems in greater detail. Among the problems to which attention
should be given in such studies are the following
:
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1. A detailed study of agricultural credit corporations in the
State with the view of discovering their place in the credit system
in different farming areas of Louisiana.
2. The causes underlying farm loan foreclosures in Louisiana.
3. Credit as a factor influencing land utilization in the cut-
over pine lands of Louisiana.
4. A detailed study of how credit can change the tide of
tenancy in the State and help the landless farmers to become owners
of the land they cultivate.
5. Factors affecting the efficiency of the different credit insti-
tutions and their effect on Louisiana's agriculture.
As a concluding statement it is desired to emphasize that there
is no intention to urge the granting of credit to all farmers in
Louisiana. There are some farmers who are not capable of using
credit to their own advantage or that of the community. However,
those farmers who are capable and need credit with which to operate
the farming business more efficiently should be able to secure this
credit in proper amounts,' and under suitable conditions as to term,
security, and interest rates.

